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World News 


UK expected 
to move on 
boat people 
repatriation 

The British government is 
expected to annnmiro next 
week its intention to go ahead 
with .the forced repatriation 
to Vietnam of boat people in 
Hong Kong who have been 
denied refugee status. 

The US has previously 
strong ly opposed the forced 
return of tens of thousands 
of Vietnamese people, but h»s 
offered no public criticism of 
an agreement on repatriation 
reached between London 
Hanoi at die end of last month 
Page 20 

Yugoslav ceasefire 

Yugoslavia's federal army and 
Croatian officials yesterday 
agreed details of the latest 
ceasefire. The terms included 
lifting blockades on Adriatic 
ports and army barracks in 
Croatia and a partial federal 
army withdrawal from the 
breakaway republic. Key to 
peace. Page 3 

Iraqis ‘shelled Kurds' 

The Iraqi army shelled Kurdish 
towns despite a truce between 
Kurds and the Baghdad gov¬ 
ernment, the rebels said. Kurd¬ 
ish guerrillas were massing 
close to Iraq's borders with 
Iran and Turkey in case more 
fighting broke out with Iraq. 

Romanian kidnapped 

r.igi» fiadu. Romania's arfriwg 
ambassador to intHn, was kid¬ 
napped in New Delhi. Indian 
police thinfc tTii» lridnap W8S 
in retaliation for the kining 
and arrest of Sikh gunmen 
who attflHrpH India's amhassa. 
dor in Romania six weeks ago. 

S Africa strike plan 

The African National Congress 
and South Africa’s main trade 
nnifYng announced plang for 
a general strike on November 
4 and 5 to protest against the 
new value added tax. 

Arab homes occupied 

Israeli police evicted members 
of an ultra-conservative set- 
- tiers’ group who occupied_Arab 
homes in Jerusalem, but baited 
when four right-wing parlia¬ 
mentarians refused to move. 
State Radio said the settlers 
had the approval of Ariel Sha¬ 
ron, the hardline government 
minister responsible for imple¬ 
menting settlement policy. 

Senate probe 

Judge Clarence Thomas will 
appear before a US Senate com¬ 
mittee tomorrow to try to clear 
his name of sexual harassment 
allegations which are blocking 
bis confirmation as a Supreme 
Court judge. Page 6 

Dublin ret reats cm pay 

The Irish government said it 
was unable to meet a 3 per 
cent public sector pay rise due 
next January under a pact 
agreed last year. Page 3 

Soviet army 

A majority of republics of the 
former Soviet Union have 
agreed in principle to keep a 
unified army, the Soviet 
Defence Ministry said. 

Page 2 

Scientists JaSed 

A German chemist and two 
engineers were jailed in Mann¬ 
heim, Germany, far helping 
build a poison gas factory at 
Rabta, Libya. 

Stolen car centra 

Bulgaria has become an impor¬ 
tant centre in the international 
stolen cars trade, a Bulgarian 
customs official said. Cars sto¬ 
len in Italy and Germany are 
driven to Bulgaria, then 
shipped to Arab countries. 

Coins recaBed 

Switzerland is recalling gold 
coins issued to mark its 700th 
anniversary- They discoloured 
because of silver dust on the 
moulds used to stamp than. 

Rugby World Cup 

Scores in the Rugby Union 
World Cup: Australia 9 West¬ 
ern Samoa 3; Canada 19 
Ro mania 11; Ireland 32 Japan 
16: Scotland 52 Zimbabwe 22. 


aimed at cutting costs and ach¬ 
ieving a positive cash flow by 
next year. Page 21 

OIL prices reached an eight- 
week high yesterday when the 
price for North Sea Brent 
crude to be delivered in 
November increased by 40 
emits to 322 a barrel. Traders 

Oil price 

Brent Blend Crude ($ per barret) 


Aug 1991 Oct 

SouremPototitoKnArgta 

believe prices could move at 
leastacouple of dollars higher 
before the end of the year as 
supply and d«»mand remain 
in fragile balance. Commodi¬ 
ties, Page 30 

INTERNATIONAL Business 
Machines (IBM), the world’s 
largest computer-maker, 
spelled out new plans to sell 
its products and services 
throughout Europe under the 
labels of other manufacturers. 
Page 24 

KANSALUS-Osake-Pankki 
(KOP), Finland's largest com¬ 
mercial bank, slid into the red 
during the first eight months 
of the year. The bank incurred 
a loss before provisions and 
taxes of FM318m ($77.4m), com¬ 
pared with a FM325m profit 
during the same period in 1990. 
Page 22 

A GROUP of 20 of the UK’s 
largest Institutional fund man¬ 
agers have taken the first step 
towards an international elec¬ 
tronic trade confirmation sys¬ 
tem which would smooth the 
way towards global securities 
trading. Page 21 

ROCHE, Swiss pharmaceuti¬ 
cals and ehwwiefliR group, dis¬ 
closed a 17 per cent increase 
to SFr&42hn ($5.7bn) in consol¬ 
idated sales for the first nine 
months. Page 22 
LONG Tom Credit Bank, a 
leading Japanese bank, is plan¬ 
ning to acquire Peers and Com¬ 
pany, a Wall Street corporate 
finance boutique, with which 
it has had commercial ties 
since 1985, for $20m. 

Page 26 

IRAN plans its own satellite 
and mdbile communications 
networks to transform its tele¬ 
communications infrastruc¬ 
ture. Contracts with foreign 
suppliers worth DMIObn 
($5.9bn) will be finalised by 
the end of the year. Page 7 

SABENA-Air France linkup: 
The Belgian government said 
it would not approve a link 
between the national carrier 
Sabena and Air France until 
a new government was 
installed after elections in 
November. 
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Sony reaches 
truce with 
Philips on 
audio system 

Philips of the Netherlands and 
Sony of Japan, leading con¬ 
tenders to develop a new high- 
fidelity recording Systran, 
reached an apparent trace and 
announced support for one 
another’s technologies. 

Philips will help simplify 
licensing procedures for Sony’s 
proposed Mini Disc, a minia¬ 
turised compact disc which 
can also record music. In 
return, Sony’s music subsid¬ 
iaries will sell tapes for the 
Digital Compact Cassette 
(DCQ from Philips, which 
looks like a traditional audio 
cassette but matches the qual¬ 
ity of sound of a CD. Page 20 

ALLIED-SIGNAL, US aero¬ 
space, automotive parts and 
engineered materials group, 
is to write off $880m in the 
third quarter, «iagh its divi¬ 
dend by 44 per cent and elimi¬ 
nate 5,000jobs as part of a 


Fried Krupp and Hoesch aim to forge alliance 


By Andrew Fisher in Frankfurt 


FRIED Krupp and Hoesch, the 
German steel and engineering 
groups, are today expected to 
antimi^cA a close allfaura that 
could eventually lead to a 
merger between the two Ruhr- 
based manufacturers. 

The companies, which have 
a combined turnover of 
DM34bn ($20tm) and employ 
110.000 people, said they would 
hold a joint press conference in 
Ddsseldorf today. A tie-up 
would represent a major shift 
of industrial power in north 
Germany, possibly re kindlin g 
charges from abroad that 


potential foreign bidders are 
being kept out of the market 

The starting point for the 
deal is Krupp’s acquisition of a 
24.9 per cent stake in Hoesch. 
The latter recently announced 
a 66 per cent slide in interim 
pre-tax profits from DM410m to 
DM 140m, mostly reflecting 
weak steel business. 

Industry sources said that 
friendly institutions - includ¬ 
ing Dusseldorf-based West- 
deutsebe Landesbank, a Swiss 
bank, and insurance compa¬ 
nies - were prepared to sell 
tbeir holdings in Hoesch to 


give Kropp a majority, if EC 
and German competition 
authorities approved such a 
deaL Both Krupp and Hoesch 
declined to comment. Based on 
yesterday’s dosing share price 
of DM2S3 - up DM30 from the 
early-August level - Hoesch 
has a market capitalisation of 
just over DM2bn. 

Under its previous chief 
executive, Mr Detlev Rohwed- 
der - who left to run east Ger¬ 
many’s Treahand privatisation 
agency before being murdered 
in April by terrorists - Hoesch 
had been undergoing restruct¬ 


uring. However, the latest 
results showed this process 
still had some way to go. 

The top job at Hoesch, based 
in Dortmund, was recently 
taken over by Mr Kajo Neu- 
Mrchen, 49. who had turned 
round Klockner-Humboldt- 
Deutz, the Cologne-based diesel 
and engineering concern. 

In 1990, Hoesch made operat¬ 
ing profits of DM440m against 
DM517m the previous year, 
reflecting a drop of DMIOOm in 
steel profits. Turnover was 2 
per cent higher at DM16.1bn. 

Krupp, headquartered in 


Essen and owned by the Krupp 
foundation (75 per cent) and 
the government of Iran, has 
also been through a rough 
time. However, it returned to 
profit last year after three 
years of restructuring under 
Mr Gerhard Cromme, 48, its 
chief executive. Krupp earned 
net income in 1990 of DM217m 
after a loss the previous year 
of DM452m. Turnover was 
DM17.7bn, a rise of 13 per cent 

MS Katrin Kandp^ an ana . 

lyst with the London office of 
Sal Oppenheim, the German 
private bank, said: “This is the 


culmination of years of specu¬ 
lation about who was going to 
take over Hoesch. The com¬ 
pany would not have the criti¬ 
cal mass to survive long term. 
It had bug looked extremely 
vulnerable.” 

At one time, British Steel 
was thought to have been 
interested in Hoesch. The deci¬ 
sion to go for an all-German 
solution to Hoesch's problems 
was greeted with disappoint¬ 
ment by another analyst “It’s 
very sad to see Germany once 
again preserving its German¬ 
ness, ” he commented. 


Portugal seeks greater 
unity within the EC 



By Patrick Blum in Lisbon 

PORTUGAL will seek to 
deepen European Community 
integration rather than imme¬ 
diately pursuing enlargement 
when it takes over the EC pres¬ 
idency from the Dutch in Janu¬ 
ary, Mr Anibal Cavaco Silva, 
the Portuguese prime minister, 
said yesterday. 

Mr Cavaco Silva, outlining 
his priorities for Portugal's 
presidency, said it was “funda¬ 
mental that member states 
regain the will to overcome dif¬ 
ficulties and to compromise to 
achieve progress towards mon¬ 
etary and political integra¬ 
tion”. He hoped a compromise 
would be reached at the Maas¬ 
tricht conferences on political 
and pmnnrrrir union to be held 
in December. 

The task had been more diffi¬ 
cult recently because “too 
many events and demands 
from outside the Community 
required its attention”, Mr 
Cavaco Silva said, in his first 
interview since the victory of 
his Social Democratic party in 
last Sunday's general election. 

Portugal was against a two- 
speed Europe, Mr Cavaco Silva 
said. “The idea appeared 
recently, and fortunately it 
was rejected. It is -unaccept¬ 
able. We can have transition 
periods, but not a two-speed 
Europe. When we are moving 
towards deeper integration it 
doesn't make any sense to talk 
about two speeds," he said. 

Portugal which joined the 
EC in 1966, wanted to make its 
contribution to the construc¬ 
tion of the new Europe and to 
the “hard-core that is formed 
by the Twelve". The Commu¬ 
nity must maintain a dialogue 
with the rest of the world, but 
it must first complete the task 
it has set itself, he said. 

“We have to deepen first - to 


UK postpones 
high-speed rail 
link to Channel 

By Richard Tomkins, Transport Correspondent, In 
London and David Owen in Blackpool 



Prime minister Cavaco Silva: European. Community must regain the will to compromise 
complete these efforts to Community, not to divide and policies and efforts to 


deepen integration, so that 
new [futurej members know 
the new terms they will have 
to agree to. Now is the time to 
deepen European integration. 
After that it will be easier to 
discuss enlargement." 

Portugal had made enor¬ 
mous efforts to face the chal¬ 
lenges of EC membership. “We 
did not avoid the difficulties, 
and we want to strengthen the 


Community, not to divide and 
to build walls within it. We 
know we have to prepare our¬ 
selves to face greater competi¬ 
tion and there are difficulties, 
but since we have accepted the 
rules, solidarity implies that 
Portugal should be supported 
in its efforts to face these chal¬ 
lenges. ” 

Mr Cavaco Silva said Portu¬ 
gal supported moves towards 
common foreign and defence 


policies and efforts to 
strengthen democratic struc¬ 
tures within the Community, 
but debates over a potential 
federation or on the shape erf 
the Community were unhelp- 
fuL 

On domestic relations 
withthe EC, Mr Cavaco Silva 
said Portugal would seek an 
Continued on Page 20 

European Union, Page 2 


THE construction of a 
high-speed railway line 
between London and the Chan¬ 
nel tunnel has been postponed 
by the British government 
until well into the next cen¬ 
tury. 

This means passengers trav¬ 
elling on high-speed Channel 
tunnel expresses between Lon¬ 
don and the Continent will face 
a slow journey on the British 
side for at least a decade after 
the tunnel opens. 

The decision brought a furi¬ 
ous reaction from Eurotunnel, 
the company building the tun¬ 
nel, and a wide range of other 
bodies. Sir Alastair Morton, 
Eurotunnel’s chief executive, 
expressed “total dismay" over 
the delay, saying: “The French 
will not know whether to 
laugh or cry." 

The postponement was dis¬ 
closed by Mr Malmlip Rjflrind, 
the transport secretary, as he 
made a long-awaited announce¬ 
ment about the route at the 
annual Conservative Party 
Conference. 

Mr Rifkind said the govern¬ 
ment bad decided that the line 
would take an eastern 
approach to the capital rather 
than the route proposed by 
British Rail through south 
London. 

Sir Bob Reid, chairman of 
BR, said that he was saddened 
by the government's decision. 
“It missed a golden opportu¬ 
nity,” be said. Asked in an 
unguarded moment whether he 
would resign, he said: “Oh, no. 
For heaven's sake, if you are in 
the middle of a pantomime, 
you want to stay with it" 

The decision to opt for the 
eastern route appears to mark 
a victory for Mr Michael 
Heseltine, the environment 


secretary, who wants the fine 
to help open up new opportuni¬ 
ties for development in the 
east London corridor. 

Equally, the postponement 
marks a triumph for the UK 
Treasury which does not 
believe that BR’s traffic fore¬ 
casts will justify the opening of 
a new line until at least 2005. 

The government has drawn 
up no plans for financing the 
construction of the line, 
expressing the hope that the 
private sector will come for¬ 
ward to build it This view was 
hotly disputed by the Central 
Transport Consultative Com¬ 
mittee, the rail passengers’ 
statutory watchdog. 

In his speech, Mr Rifkind also 
pledged that a Tory govern¬ 
ment would privatise “large 
parts” of British Rail in the 
next parliament and sought its 
“voluntary co-operation" in 
allowing increased access to 
the rail network for private 
operators. 

Mr Rifkind said that the 
more of BR which was priva¬ 
tised the better, but admitted 
that it was “not attainable" 
simply to sell off the entire 
or ganisati on. “We have already 
pledged ourselves to give sup¬ 
port to locally desirable ser¬ 
vices," he said. 

Stating that the government 
intended to “end BR's monop¬ 
oly of rail services as soon as 
possible", he urged it in the 
meantime to “give positive and 
sympathetic consideration to 
reasonable proposals from the 
private sector to introduce new 
freight or passenger services." 

High-speed link on slow-speed 
line, Page 8; Editorial com¬ 
ment, Page 18 


IMF says Soviet Union 
needs to intensify reforms 


By Peter Norman, Economics Correspondent, in Bangkok 


THE International Monetary 
Fund has warned the Soviet 
Union that it must introduce 
comprehensive economic 
reforms urgently. Otherwise it 
faces a long recess i on with ris¬ 
ing unemployment and grow¬ 
ing shortages in the years 
ahead, it says. 

In its latest twice-yearly 
World Economic Outlook, 
released yesterday, the IMF 
says the social and political 
upheavals in the Soviet Union, 
continued disintegration of 
supply links, and uncertainty 
about the future course of eco¬ 
nomic policies have led to a 
"significant'' contraction of 
economic activity. 

Recover; in the years ahead 
requires “the expeditious 
implementation of a compre¬ 
hensive programme of macro- 
economic stabilisation and sys¬ 
temic reforms", the IMF says. 

Continuing recent policies of 
piecemeal reforms against a 
background of widening fiscal 
imbalances and excess liquid¬ 
ity might result in a smaller 
contraction of output in the 


short run. But the IMF warns 
that such an approach would 
eventually lead to a long reces¬ 
sion, with rising unemploy¬ 
ment and greater shortages. 

The economic crisis in the 
Soviet Union - which was 
granted associate membership 
of the IMF at the weekend - is 
set to dominate this year’s 
annual meetings of the Fund 
and World Bank. These begin 
in Bangkok with meetings of 
finance minis ters and central 
bank governors of the Group of 
Seven leading industrial coun¬ 
tries at the end of this week. 

However, one of the prob¬ 
lems facing the international 
financial community is that 
nobody has a clear idea of 
what is happening to the econ¬ 
omy in the Soviet Union and 
its- republics. 

Mr Michael Muasa. the IMF's 
chief economist admitted yes¬ 
terday that the Fund had no 
plausible basis to make a fore¬ 
cast for economic develop¬ 
ments in the Soviet Union this 
year and next In its outlook, 
the IMF has categorised the 


Soviet Union as a developing 
country together with the for¬ 
mer communist countries of 
eastern Europe. 

In projections that it admits 
are tenuous, the IMF forecasts 
that output in the Soviet Union 
and eastern Europe together 
will fall by 10.6 per cent this 
year and SJ per cent in 1992. 
By next year, however, the 
IMF hopes that eastern Europe 
will have started growing 
again while the Soviet Union 
continues its economic decline. 

The IMF said it had become 
clear that the transformation 
of eastern Europe and the 
Soviet Union to market-ori¬ 
ented economic systems based 
mainly on private enterprise 
will be lengthy and difficult. 
The adjustment costs associ¬ 
ated with the economic change 
may be “considerably larger” 
than first expected. 

Output has fallen sharply: 
the IMF estimates the cum Ufa- 
Continued on Page 20 

IMF background. Page 6 
Yeltsin returns, Page 2 
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EUROPEAN NEWS 


Russian leader to confront government plagued by resignations and infighting 

Yeltsin returns to domestic turmoil 


By Leyla Boulton in Moscow 

MR Boris Yeltsin, Russian president, 
is expected to return to Moscow today 
to confront internecine warfare 
within his government, less than two 
months after it celebrated the defeat 
of a coup attempt by central authori¬ 
ties. 

In tiie last 48 hours Mr Igor Gavri¬ 
lov, a deputy prime minister, has 
resigned and Mr Yevgeny Saburov, 
the economics minister, has threat¬ 
ened to quit. 

Both are complaining the present 
Russian government, which has been 
without a prime minister since the 
resignation of Mr Ivan Silayev last 
week, has preferred political infight¬ 
ing to tackling the economic crisis. 

“What we need is a new govern¬ 
ment which can do some thing , how¬ 
ever small, for the economy, instead 
of just chattering,'* said Mr Ivan 


THE BBC World Service - which 
until a few years ago was jammed 
in the Soviet Union - signed yes¬ 
terday an agreement to broadcast 
two 30-minnte programmes each 
week on Radio Russia, writes Neil 
Buckley in Moscow. 

The World Service, believed to 


have 13m regular listeners in the 
former Soviet Union, is the first 
western broadcaster to make such 
a deal with a Soviet network. The 
BBC will offer work experience 
with the World Service in London 
to one Radio Russia staff member 
every sis months. 


Materov, the deputy economics minis¬ 
ter. “We have already lost the oppor¬ 
tunity we had at the end of August to 
take unpopular measures needed to 
sort out the economy.” 

Mr Yeltsin, who is due to address 
the Russian parliament tomorrow 
after recuperating from heart trouble, 
has two key questions to answer 
will he go along with the economic 
union treaty initialled by Mr Saburov, 
and can he provide a new prime min¬ 


ister and government capable of 
action. 

Vice-President Alexander Rutskoi, a 
former air force pilot who favours 
strong government, says the country 
is sliding into anarchy. But he has not 
helped matters by calling the eco¬ 
nomic union agreement with other 
republics an act of “banditry'*. 

The treaty sparked the present dis¬ 
pute, with several ministers. Includ¬ 
ing Mr Oleg Lobov, acting prime min¬ 


ister, denouncing it as a betrayal of 
Russian economic interests. 

Yet the government has done little 
to defend these interests. 

With nascent Russian democratic 
structures still dependent on the 
authority of one man, Mr Yeltsin 
must bear some of the blame for the 
present crisis by failing to make his 
position dear. 

In the first sign that popular good¬ 
will may be running thin. Russian 
trade unions threatened yesterday to 
stage a one-hour warning strike on 
November 13. 

The Tass news agency said the Fed¬ 
eration of Independent Russian Trade 
Unions was demanding wage indexa¬ 
tion, privatisation which did not harm 
working people, and the publication 
of a convincing and dear government 
plan to tackle the economic crisis. 



Boris Yeltsin: takes some blame 


Majority of Soviet republics agree to have a unified army 


A MAJORITY of republics of the 
former Soviet Union have agreed in 
principle to maintain a unified army, 
the Soviet Defence Ministry 
announced yesterday, write Neil 
Buckley in Moscow and Chrystla 
Freeland in Kiev. 

Representatives of 11 of the IS 
republics have been meeting in 
Moscow for the second time to discuss 
the future shape of the Soviet army. 
Lt-Gen Valery Manilov, a Defence 
Ministry spokesman, said that after 


considering a number of options, 
including an association of separate 
armies, most representatives had 
agreed to mai ntain a single army and 
command structure. 

However, a notable absentee from 
the conference was the Ukraine. 

Gen Manilov said he believed this 
was due to “technical difficulties” 
rather than a deliberate decision to 
stay away. But Ukrainian officials 
said that the Soviet central govern¬ 
ment was trying to thwart the repub¬ 


lic's efforts to form its own army. 

They said that on Friday the Soviet 
minister of defence. Marshal Yevgeny 
Shaposhnlkov, sent a telegram insist ¬ 
ing that the Ukrainian defence minis¬ 
ter, Maj-Gen Konstantin Morozov, 
come to Moscow to discuss his gov¬ 
ernment’s efforts eventually to form 
its own army of between 250,000 and 
350,000. 

He refused, and so the Soviet chief- 
of-staff, Gen Vladimir Lobov, came to 
Kiev on Saturday with a letter urging 


all the 1.5m soldiers stationed on 
Ukrainian territory to oppose the cre¬ 
ation of a separate Ukrainian army. 

Gen Manilov said that Russia, Belo- 
russia and the five central Asian 
republics bad agreed without condi¬ 
tion to the unified army plan. Only 
Moldova had said it planned to set up 
its own independent army. 

Azerbaijan had agreed on condition 
that the army would respect and 
defend republic borders and sover¬ 
eignty, but Armenia said it was too 


early to talk a boat unified armed 
forces before the details of any new 
political union had been established. 
The Georgian representative had not 
given a definitive response. 

Gen Manilov said the continued 
existence of the Soviet army would 
not necessarily prevent republics 
from setting np their own small 
national guards. A permanent inter¬ 
republican committee on defence is to 
be set up under the auspices of the 
Soviet Defence Ministry. 



IF YOU ARE 

GOING TO PAY THE PRICE 
OF A LUXURY CAR, 
MAKE SURE YOU GET ONE 



A. previously owned Rolls-Royce. 


Why compromise with an ordinary luxury car 

WHEN FOR THE SAME PRICE YOU COULD OWN THAT MOST 
PRESTIGIOUS OF ALL MOTOR CARS, A ROLLS-ROYCE. 

A PREVIOUSLY OWNED ROLLS-ROYCE OR BENTLEY 
COMFORTABLY OUTCLASSES LESSER MARQUES EVEN AS THEY 
LEAVE THE FACTORY FOR THE SHOWROOM. 

The standard of craftsmanship and excellence. 


WHETHER IT BE THE EXQUISITE USE OF BURR WALNUT OR 
THE J JO SQUARE FEET OF THE FINEST HAND CRAFTED 
LEATHER, CONFIRMS THIS UNIQUE STATUS. 

And once on the road the differences are 

EVEN MORE PLAIN TO BEHOLD. 

For details of the Rolls-Royce and Bentley 
authorised network telephone 071 629 8646. 
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EC warned on 
joint political 
union initiatives 

By Andrew Hill in Strasbourg and Quentin Peel in Bonn 


i. 


JOINT initiatives on political 
union by the large member 
states coaid delay agreement 
on a treaty at the Maastricht 
summit of EC leaders, the 
Dutch presidency warned yes¬ 
terday. 

Mr Piet Dankert, Dutch min¬ 
ister of European affairs, told 
the European parliament that 
separate Anglo-ltalian and 
Franco-German plans for a 
common EC defence policy 
could clutter an already busy 
timetable. 

He added: “The large mem¬ 
ber states are trying to put 
their own stamp on the inter¬ 
governmental conference [on 
political union]. I know this is 
not uncommon in the Europe 
of the 12 but it’s up to us to 
make sure that this sort of ini¬ 
tiative doesn't lead to us miss¬ 
ing the deadline of the Maas¬ 
tricht summit [In December]." 

The Dutch are still upset 
that Germany and France used 
last weekend's meeting of for¬ 
eign ministers to invite 
like-minded countries to a 
meeting in Paris tomorrow on 
defence policy. 

However, any suggestion 
that they are trying to plot out¬ 
side the confines of the 12-na¬ 
tion EC negotiations was 
denied in Bonn. 

German officials said the 
Paris meeting would aim to 
iron out differences between 
the two countries and co-ordi¬ 
nate a common strategy on the 
two most contentious issues of 
European political union - a 
common external and security 
policy, and extension of the 
European parliament's powers. 

“In oar eyes, this meeting on 
Friday was always purely bilat¬ 
eral , 0 a German Foreign Minis¬ 
try spokesman said. “There are 
numerous German-French 


bilateral meetings. I dent see 
why there is uproar. Germany 
and France always consider 
themselves the motor of Euro¬ 
pean unity." 

However, he confirmed that 
Mr Francisco Fernandez Ordo¬ 
nez, Spanish foreign mini^ 
who was scheduled to be hi 
Paris on the same day, had 
expressed an interest in taking 
part. “This doesn’t change any¬ 
thing in the core of the mat 
ter,’* the spokesman said. " 

German officials say there fs 
a broad consensus between 
Bonn and Paris on the ques¬ 
tion of a common European 
external and security policy, 
and on the need-to move 
towards more majority voting 
on external policy implementa¬ 
tion - a view which Britain, in 
particular, strongly opposes. 

The question which still 
divides France and Germany is 
on the extent of additional 
powers for the European par¬ 
liament, which may prove the 
principal issue on Friday's 
agenda. 

The Dutch presidency Is 
itself under pressure to pro¬ 
duce revised proposals on-pollt- 
ical union, after its radical 
treaty draft was knocked down 
by other member states last 
week. 

• The European parliament 
yesterday backed a resolution 
giving a unified Germany m . 
more seats. Some member 
states, notably France, may 
block such an increase during 
talks on the political union 
treaty unless they win Goman 
concessions on other changes. 

To take effect, the resolution 
must have the backing of all 12 
member states, as it would - 
involve an amendment to tin 
EC treaty. 

See Lombard 


ACTION URGED ON REFUGEES 


EC governments should crack 
down on QDbegal immigration 
and harmonise procedures on 
asylum to give legal immi¬ 
grants and genuine refugees a 
better deal inside the Commu¬ 
nity, writes David Buchan in. 
Brussels. 

This is the thrust of recom¬ 
mendations sent by the Com¬ 
mission to the Connell of Min¬ 
isters yesterday. The EC’s 
executive has little legal com¬ 
petence over immigration, but 
there are moves in the politi¬ 
cal union talks to change *hi<t 
Germany has called for a 
debate at the Maastricht sum¬ 
mit in December on immigra¬ 
tion and asylum. 

The Commission says it is 


ready to re-submit a 1976 pro¬ 
posal to impose fines on time, ; 
particularly In the building - 
industry, who organise and - 
exploit illegal immigration. It " 
also suggests the Twelve reach :: 
common agreements with ^ 
third countries to allow wok- - 
era int o tile EC on temporary - 
am tracts. 

The C ommissio n halaneea Its 1 
call for a tougher regime for - 
Illegal immigrants with the - 
suggestion that legal inai- 
grants should have the. same 
EC-wide rights as Can&nnnity ' 
citizens in work, travel and* 
even residence. The Commis¬ 
sion notes.that asylum appli¬ 
cations rose from 169,000 in 
1988 to 327,000 last year. 


French MPs open 
immigrant debate 


By William Dawkins in Paris 

THE French parliament 
yesterday opened a three-day 
debate on plans to crack down 
on illegal immigrant workers 
and their employers, in what 
has become an issue of broad 
national and European con¬ 
cern. 

The debate is a test of the 
Socialist government's immi¬ 
gration policy at a time when 
the opposition is seeking to 
take the initiative from both 
the government and the 
extreme-right National Front 

The draft law sets prison 
sentences and bigger fines for 
employers and clandestine 
workers, of which the govern¬ 
ment estimates there are up to 
tin. Illegal working is seen by 
some as a big factor in 
France’s rising unemployment, 
approaching 3m. 

The main right-wing opposi¬ 
tion parties say they will vote 
against the proposals, some of 
which, they claim, soften exist¬ 
ing penalties. Many illegal 
workers would be exempt from 
so-called double penalties, 
where they are liable for prison 
sentences as well as expulsion. 

The right will support 


, -the 

plan only if the double penal- 


FRENCH banks’ volume of 
home loans .fell, on average, 
by 30 to 3S per cent in the 
first six months of this year, 
according to a survey by La 
Monde, file daily , newspaper, 
writes W illiam Dawkins in 
Paris. 

The top five banks have 
scaled back lending In the 
sector over the past 15 
months a nd see no immedi¬ 
ate prospect ofrecovery. 

They attribute a series of 
payment defaults to a combi¬ 
nation of high real Interest 
rates and the' conse quence 5 
of allowing clients, to- over- 
borrow before the downturn- 

ties clause is taken out But 
the proposals should win a 
majority despite this. 

Mr Valery Giscard d’Estalng, 
former president and. heal of 
the conservative UDF, 
attracted widespread criticism 
a fortnight ago for warning 
that France faced an immi¬ 
grant invasion. Yet his stand¬ 
ing as a person to' whom 
French people, feel close has 
risen seven points to 38 per 
cent, accord tw g to a recent poll. 


If. 
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Cresson backs 
Beregovoy 

By Ian Davidson fn Paris 

CALLS for a more expan¬ 
sionary economic policy in 
ranee, which have come from 
within the governing Socialist 
party as well as trade unions. 
SR* gashed by Mrs 
Edith Cresson, the prime min- 

Mrs Cresson told the Pari*- 
Match magazi n e she supported 
her finance minister, Mr Pierre 
Beregovoy, and that there was 
noiLr^f ni h tive to ‘h® economic 

Kggnwg were baseless, she 

•JKfSwrars 

budget poh^as^way 1 tofight 
using unemployment “I shan 

H, J** “an of devalua¬ 
tion, he has said. “There am 
^gmwiPteforunemplS?. 
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EUROPEAN NEWS 


Yugoslav ceasefire will attempt to set up daily meetings between main protagonists 

Confidence seen as key to peace 


By Judy Dempsey in Zagreb 

THE latest European 
Ctommuwty-brokered ceasefire 
between the Croatian -govern¬ 
ment and the Yugoslav federal 
army attempts to achieve what 
other ceasefires have felled to 
address: the es tablishm ent of 
confidence-building measures 
thro ugh daily meetings 
between the protagonists. 

However, EC monitors and 
western diplomats have no illu¬ 
sions about the linritat joiis of 
the ceasefire and the prospects 
of it bolding. 

Tt is the best so far," said 
one monitor. "But we are only 
tackling the tip of the iceberg. 
The road ahead will be very, 
very long. There is no guaran¬ 
tee this one will hold. 

“But all sides must keep 
t alking . The threat of sanctions 
is now an important factor." 

In Croatia, President Franjo 
Tudjman will find it difficult to 
sell the terms of the ceasefire 
to the increasingly vocal 
nationalist wing of the ruling 
Croatian Democratic Union 
(HDZ). 

Not only does the ceasefire 
fail to stipulate that the Serb- 
dominated federal army leave 
the Croatian republic alto¬ 
gether. It also fans to extend 
the ceasefire to Slavonia, in 
eastern Croatia, which has 
taken the brunt of the fighting 
and which- is now under the 
control of, or besieged by, the 
federal army and Serb paramil¬ 
itary units. 

This ceasefire, for the 


MR H*n« van den Broek, Dutch foreign 
winieter and c ur rent EC president, is to hold 
talks today in The Hague with the three 
main protagonists in the Yugoslav conflict - 
President Franjo Tndtjman of Croatia, Presi¬ 
dent Slobodan Milosevic of Serbia, and 
Defence Minister Veljko Kadijevic, writes 
David Gardner in Brussels. 


The EC intends to try to consolidate the 
ceasefire it brokered in Zagreb early yester¬ 
day morning, and to retrieve the main 
threads of the political agreement reached 
last Friday. 

This offered independence to all Yugoslav 
republics which accept the terms of the EC’s 
mediation. 


moment, applies only to the 
Borangaj barracks In Zagreb, 
as well as the Adriatic coast 
and its hinterland. 

Moreover, the text states 
that when federal army units 
and Croatian forces withdraw 
from the Adriatic coast and its 
hinterland, and when the 




blockade of the Borongaj bar¬ 
racks in Zagreb is lifted, the 
federal army can leave "with 
their means of transport tech¬ 
nical material, weapons intact 
military equipment and other 
mobile military property." This 
is due to be implemented by 
Saturday evening. 
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Dubrovnik! 
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Croatian national guards¬ 
men stationed outside the 
Borongaj barracks yesterday 
were angry about the terms of 
the agreement. 

“We will have to comply and 
lift the blockade. But we know 
the federal army will move 
their equipment to Vukovar 
and to VLnkovd [in eastern 
Croatia] and dig in,” said Com¬ 
mander Rajko Bukhin. “This is 
a bad agreement" 

Croatian officials agreed to 
the ceasefire because they are 
desperately keen to rid Zagreb 
- and the Adriatic coast par 
ticularly the regions around 
Dubrovnik and Split - of fed¬ 
eral army units. 

“Psychologically, it is crucial 
that these two regions be free 
of the federal army,” said one 
Croatian official "We do not 
want the guts of Zagreb or 
Dubrovnik to be bombed. We 
have seen that the army can 
strike at Zagreb at any time." 

He added the future status of 
the large Marshal Tito bar¬ 
racks in the capital remained 
uncertain. “We will have to 
negotiate this very soon," he 
said. 


For the army's part, western 
military attaches believe that 
it agreed, at least on paper, to 
withdraw from one of the capi¬ 
tal’s barracks, as well as the 
coast, for tactical reasons. Dip¬ 
lomats believe the army cannot 
continue to consolidate its 
position in these regions, and 
at the same time hold on to the 
swathe of territory in Slavonia, 
Krajina, in the south-west of 
the republic, and the territory 
around Karlovac, south of 


“The federal army is acting 
on the orders of the Serbian 
leadership," said one western 
diplomat. “The army has prob¬ 
lems with recruiting, fuel ami 
supplies. They are now looking 
towards the future. Serbia will 
tighten its grip in Slavonia, 
and the southern part of Croa¬ 
tia as part of its plan for carv¬ 
ing a Greater Serbia out of 
Croatia." 

This Serbian-inspired strat¬ 
egy, coupled with the latest 
ceasefire, will particularly 
anger the Croatian military 
leadership in Slavonia. It is 
reported that Mr Vladimir 
Seks, head of Croatian military 
and political operations in 
Slavonia’s capital Osijek, and 
a sharp critic of Mr Tudjman, 
will demand more weapons 
to beat back the federal army. 

“The greatest problem feeing 
the Croatian government in 
the implementation of this 
ceasefire is the internal divi¬ 
sions in the HDZ,” said one 






A Yugoslav reservist checks a house gutted by fire 


Croatian parliamentary dep¬ 
uty. 

“The Croats have been 
humiliated by an army which 
we now regard as an occupying 
Serbian-controlled force work¬ 
ing at the behest of Mr Slobo¬ 


dan Milosevic [the president of 
Serbia],” he added. 

“If all sides keep talking, 
maybe this ceasefire can last. 
But I am pessimistic. 

“It does not go far enough 
for Croatia." 


Bulgaria’s democrats rally for fresh push against old guard 


T HE self-assured men drinking 
coffee at the headquarters of 
the Bulgarian Socialist Party 
(the renamed communists) seem to 
make a point of ignoring the 
harassed young campaign workers 
nearby. But if the BSP loses its par¬ 
liamentary majority in Sunday’s 
election, as seems likely, their com¬ 
fortable premises will be confiscated. 

After their victory in the previous 
election in June 1590, the Socialists 
clrmg unashamedly to the privileges 
they held under Mr Todor Zhivkov, 
the former communist party leader 
overthrown almost two years ago in 
a bloodless politbnro coup. 

The BSP was forced by a wave of 
strikes and demonstrations last win¬ 
ter to form a coalition government 
with tie main opposition group, the 


Socialists could lose their majority in Sunday’s elections, Kerin Hope writes 


Union of Democratic Forces UDF), 
but it still managed to water down 
and, in some cases, block legislation 
crucial for the country’s transition 
to a market economy. The UDF, a 
loose alliance of 20 political groups, 
has split into four factions. But all 
agree that if democracy is to take 
root, the communist nomenklatura 
must be removed from jobs in indus¬ 
try and the bureaucracy, and com¬ 
munist party property handed over 
to a new administration. 

The UDF split, coming just as an 
election victory over the socialists 
seemed within its grasp, left opposi¬ 
tion supporters angry and confused, 
especially since personal, rather 


than ideological, differences among 
its politically inexperienced leaders 
appeared to be responsible. 

The BSP, which won the last elec¬ 
tion with the votes of conservative 
villagers, is unlikely to account for 
more than 30 per cent this time, 
though that could still make it the 
largest singleparty in the 240-seat 
parliament. The Socialists remind 
voters of how living standards have 
fallen since leading UDF members, 
who took the major economic portfo¬ 
lios in the coalition government, 
launched a rigorous economic pro¬ 
gramme in February with IMF 
approval 

The socialists' campaign tactics 


include making cut-price coffee and 
cooking oil available to supporters. 
Discontent is sharpest over price lib¬ 
eralisation, which ended the severe 
shortages of food and other basic 
goods last winter but brought price 
rises of up to 200 per cent. The only 
queues in Sofia are long lines of cars 
waiting at petrol stations. 

Interest rates were raised above 50 
per cent in an effort to contain infla¬ 
tion. Industrial production has 
slumped, while delays over privatisa¬ 
tion of co-operative landholdings 
will mean a further decline in farm 
output. Unemployment is now 
nearly 10 per cent Wages have risen 
in the past year but have failed to 


keep pace with prices. 

Bulgaria has embraced a tough 
economic programme in a way that 
marks it out from its Balkan neigh- 
boars. The reward for acceptance of 
this is a World Bank loan of $250m 
(£i43.6m) to cover essential imports 
and the promise of another 5800 m 
from the Group of 24 western indus¬ 
trialised countries. The World Bank 
loan is coining in two tranches; the 
second depends on the government’s 
progress with reform. 

The most popular faction in the 
UDF is the Radicals group headed by 
Mr P hilip Dimitrov. His platform is 
for continued commitment to eco¬ 
nomic restructuring, including pri¬ 


vatisation of industry and services, 
and improved measures to encour¬ 
age foreign investment The Radicals 
could win over 2S per cent of the 
vote, giving them a chance of being 
asked to put together another coali¬ 
tion government. 

Further co-operation with the 
Socialists is ruled out while Mr Dim¬ 
itrov would probably prefer to avoid 
joining again with his UDF rivals. 
Instead, he could approach the 
United Agrarians, a new alliance 
under Mr Tsanko Barev. 

The UDF Radicals are prepared to 
cooperate with the Movement for 
Rights and Freedoms, the ethnic 
Turkish party expected to win the 
votes of the Moslem minority mak¬ 
ing up 15 per cent of Bulgaria's 9m 
population. 


Dublin 
reneges on 
union pay 
agreement 

By Tim Coone in Dublin 

THE HUSH government told 
union leaders and employers 
yesterday it was unable to 
meet a 3 per cent public sector 
pay rise due in January next 
year and agreed In 1990 under 
a tripartite programme of 
cooperation. 

The announcement by Mr 
Charles Haughey, the prime 
minister, may end a year of 
peaceful industrial relations 
under the Programme for Eco¬ 
nomic and Social Progress. 
The programme “has to go 
back to the drawing board", 
the premier said. 

Mr Haughey also said yes¬ 
terday that no tax concessions 
would be made in what is 
expected to be a tough 1992 
budget 

The tripartite programme is 
a three-year framework agree¬ 
ment designed to prevent a 
wages free-for-all, in return for 
government commitments to 
tackle unemployment and to 
draw up a long-term develop¬ 
ment plan. Phased pay awards, 
contingent on certain growth 
targets, were built into the 
programme. 

Latest Central Ranh figures, 
however, forecast a mere 0.5 
per cent growth rate in gross 
national product (GNP) this 
year, with only modest 
improvement foreseen next 
year. As a remit Mr Haughey 
said the proposed 1992 pay 
award could not be met. 

Public sector trade union 
leaders said yesterday they 
were unwilling to renegotiate 
the 1992 award. Mr John 
ODowd, secretary-general of 
the CPSU, the largest public 
sector union, said it was too 
early to say whether the 
nnion's position heralded a 
“winter of discontent** in 
Ireland. But he added: “Our 
members are not prepared to 
give up the little they have 
gained.” 

The trade unions want a 
greater share of the tax bur¬ 
den to be borne by industry. 

• The latest seasonally-ad¬ 
justed unemployment figures 
show a 16.6 per cent rise over 
the past 12 months, from 
225^00 to 233,500. 

Ireland has the highest 
unemployment rate in the EC, 
at nearly 20 per cent of the 
workforce. 
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THINK OF IT AS A LABORATORY, 
A HOME IN THE COUNTRY, 


Whatever your business is looking for out of relocation, you'll find it all under 
one roof at Westlakes Science & Technology Park. 

For as part of a unique partnership within the West Cumbria Initiative between 
the Rural Development Commission and West Cumbria Development Fund, the 
Westfakes site has been specifically chosen and designed to provide everything 
a company could need — including an opportunity for major business growth, right 
on the doorstep. 

That's because at Westlakes you'll find British Nuclear Fuels pic. an 
internationally renowned company which is already building new environmental 
and medical science laboratories within the grounds. It is also making available 
to tenants its vast, Sellafield - based, scientific and technical resources, including 
R & D specialists, bio-technical facilities and the region's largest information 
retrieval system. 

The opportunities for successful business relations with British Nuclear Fuels 
and other companies that will be located at Westlakes are ideal; BNFL seeing 
itself as a major potential customer for the 

products and services of the knowledge- 2 eT SS 

based companies taking up residence in WESTLAKES 


the Park. 


SCIENCE & TECHNOLOGY PARK 


Accommodation, among the 38 acres of mature woodland and gardens 
surrounding Ingweil Hall, comprises suites of from 300-1,600 sq ft and self- 
contained units of from 1,500-5,000 sq ft, due for completion early 1992. 

So if you're looking for more than just a new home for your business, then 
simply pop the coupon in the post. We'll be more than glad to send you details. 


A BUSINESS CENTRE 
AND THE WAY INTO ONE OF 



BRITAIN’S BIGGEST POTENTIAL 

CUSTOMERS. 


Westlakes Scienco & Technology Pail, Pcgistcred Gillie Cumberland House, 74 lowther Street, Whitehaven, Cumbria CA2B 7AH 


Wesi lakes Science & Technology Park. Registered Qllice. Cumberland House, 74 Lowther Street. Whitehaven, Cum bun CA28 7AH 
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INTERNATIONAL NEWS 


Mubarak meets 
Gadaffi in 
drive for peace 


By Tony Walker in Cairo 

PRESIDENT Hosni Mubarak 
welcomed Colonel Muanuner 
Gadaffi to Cairo yesterday as 
part of Egypt's continuing 
efforts to placate the fiery Lib¬ 
yan leader amid delicate nego¬ 
tiations on the convening of a 
Middle East peace conference. 

Egypt is anxious to deflect 
Col Gadaffi from actions and 
statements that might jeopard¬ 
ise preparations for the peace 
summit Libya is a sponsor of 
Palestine Liberation Organisa¬ 
tion militants opposed to Pales¬ 
tinian participation. 

Talks between the Egyptian 
and Libyan leaders coincide 
with a flurry of Arab diplo¬ 
matic activity on the eve of the 
return to the region of Mr 
James Baker, US secretary of 
state. 

Mr Hafez al-Assad, Syria's 
president, is due in Cairo at 
the weekend to discuss a possi¬ 
ble meeting of four Arab “front 
line” states and the FLO to co¬ 
ordinate positions before the 
proposed peace conference. 

Mr Yassir Arafat, the PLO 
leader, is pressing for such a 
meeting to be hosted by Syria 
and attended by representa¬ 
tives of Jordan, Lebanon, 
Egypt and the PLO. Mr Arafat 
himself has been ostracised by 
many Arab states, including 
Egypt, over his support for 


Iraq in the Gulf War. 

Mr Mubarak this week 
received a high-level Palestin¬ 
ian delegation In Cairo to dis¬ 
cuss preparations for the US- 
Soviet sponsored peace confer¬ 
ence. It was the Egyptian 
leader's first formal public 
meeting with PLO officials 
since the Gulf War. 

Mr Gadaffi, who is invited to 
the wedding today of one of Mr 
Mubarak's sons, vowed he 
would never set foot in Cairo 
while the Israeli flag flew in 
the Egyptian capital following 
Egypt’s 1979 peace treaty with 
Israel. The Libyan leader, how¬ 
ever, attended an emergency 
Arab League summit In Cairo 
in August Last year. He had 
crossed the border from Libya 
into Egypt in October, 1989, for 
the first time in 16 years. 

Libya and Egypt fought a 
brief border conflict in 1977 
after Mr Gadaffi and the late 
president Anwar Sadat fell out 
over the Egyptian, leader's 
peace negotiations with Israel. 

Mr Sadat likened the Libyan 
leader to a mad man and a 
clown. Mr Mubarak has 
described him as unstable but 
since Egypt’s re-admission to 
the Arab League in 1989, has 
tried to develop a close work¬ 
ing relationship with his 
unpredictable neighbour. 



Unpre dictable Gadaffi (left) is to hold talks with Mubarak (right) on convening a Middle East peace conference 


Marriage of convenience for old Arab foes 

Max Rodenbeck reports on the budding new relationship between Cairo and Tripoli 


R elated by blood but 
long divided by politics, 
Bedouin Arabs on the 
Libyan-Egyptian border are 
celebrating their governments' 
growing rapprochement in tra¬ 
ditional fashion. 

In the two months since 
travel restrictions between the 
North African neighbours were 
dropped, the number of cross¬ 
national marriages has swelled 
to as many as SO a day. 

The radical regime of Col 
Muammer Gadaffi and the pro- 
western government of Presi¬ 
dent Hosni Mubarak of Egypt, 
may seem strange bedfellows. 
The US gives Egypt $2bn in aid 
every year, but in 1986 its war¬ 
planes bombed Tripoli 
Egypt sent troops last year 
to liberate Kuwait. Libya 
equivocated, and ended by con¬ 
demning western intervention 
in the Gulf. When Col Gadaffi 
described the hardline coup in 
the Soviet Union as “magnifi¬ 
cent”, the outspokenly pro-Gor¬ 
bachev President Mubarak 
fired off a chiding letter to his 
hasty Libyan counterpart But 


since the two countries 
restored diplomatic relations in 
1989, after a 13-year break, 
Egypt and Libya have increas¬ 
ingly profited from agreeing to 
disagree. At President 
Mubarak's order, most border 
controls were lifted on August 
6. The result has been a flood 
of traffic, and on some days 
more than 10,000 people make 
the border crossing. Col 
Gadaffi’s visit to Cairo yester¬ 
day was another sign erf the 
importance of the new relation¬ 
ship. 

Egyptian exports to Libya 
amounted to 975m in 1990. In 
the first four mnntlig of this 
year alone they exceeded $90m- 
Since the relaxation of con¬ 
trols, trade, much of it in the 
form of statistic-proof hand- 
baggage, has multiplied. 

In economic terms, Egypt 
has benefited most. Oil-rich 
Libya has plans to invest up to 
2200m in Egyptian Industry, 
and Is financing a $100m rail 
link. A customs agreement has 
helped Egyptian household 
goods to find a lucrative mar¬ 


ket next door. A flood of cheap 
steel from Libya's Misurata 
plant - estimated at some 
4,000 tonnes a week - has kept 
prices low in the voracious 
Egyptian construction market 
Best of all, Libya's open bor¬ 
der is draining Egypt's labour 
surplus. 

N early lm workers 
returned penniless 
from the Gulf war 
zone, after Iraq’s invasion of 
Kuwait, losing Egypt an esti¬ 
mated $lbn in annual remit¬ 
tances and adding to a labour 
pool already crowded by the 
entry of 600,000 job-seekers 
every year. 

The Gulf monarchies have 
hired Egyptians to replace 
Yemenis and Palestinians, 
whose leaders were sympa¬ 
thetic towards Iraq, but Libya 
is closer and conditions for 
guest workers there are more 
comfortable than In the Gull 
Moreover, Libya insists it is 
serious about plans to settle 
to lm Egyptian farm workers 
on land reclaimed by the Great 


Man-Made River, the $25 bn 
project to turn Libyan deserts 
green, of which the first phase 
was opened recently with 
much fanfare. 

The benefits are not all one 
way, however. Egyptian com¬ 
panies are drilling for oil in 
Libya's Sirte field and a recent 
visit to Tripoli by a team of top 
Egyptian oilmen suggested 
that closer co-operation may be 
at hand - a si gnificant devel¬ 
opment, considering that 
Libya's petroleum output has 
suffered from a US-led technol¬ 
ogy boycott 

Egypt has also tempted 
Libya with political rewards. 
“Gadaffi is isolated and would 
like not to be,” explains a west¬ 
ern diplomat in Cairo. “He 
thinks that, if he establishes 
closer relations, Egypt can help 
to rehabilitate him." 

So for, there are few signs of 
this happening. Britain and the 
US, in particular, remain con¬ 
vinced that Libya harbours ter¬ 
rorists. continues to manufac¬ 
ture chemical weapons’ 
components at the German- 


supplied Rabta plant, and med¬ 
dles in other countries' affairs. 

Egyptians, too, are wary. 
“Colonel Gadaffi drove a bull¬ 
dozer into his border-post with 
Egypt,” wrote a columnist in a 
Caim daily. “So by the same 
logic we ask him to drive a 
bulldozer into the office that 
prevents the circulation of 
Egyptian newspapers and 
books and magazines in 
Libya.” The hidden tensions of 
the relationship took dramatic 
form during the recent celebra¬ 
tion of the Man-Made River 
opening. After President 
Mubarak was jostled by an 
enthusiastic crowd, his body¬ 
guards exchanged blows with 
Libyan security men. 

President Mubarak, mindful 
of his sceptical Egyptian and 
western audiences, has sought 
to play down the Colonel's rad¬ 
ical rhetoric and his oft-re¬ 
peated suggestions that Arab 
countries should merge. “Unity 
cannot be Imposed from above, 
but must be achieved through 
the interaction of the people's 
interests," Mr Mubarak said. 


Baker tries 
new Mideast 
peace tour 

MR James Baker, US secretary 
of state, may meet Mr Boris 
P ankin, Soviet foreign minis¬ 
ter, In the Middle East, and is 
keeping open the option of 
sending Invitations to a peace 
conference without foil agree¬ 
ment on its terms, his spokes¬ 
woman said yesterday, Reuter 
reports from Washington. 

Ms Margaret Tutwfler said 
Mr Baker would meet Palestin¬ 
ian negotiators Hanan Ash- 
zawi and Faisal al-Hussemi in 
Washington today, to discuss 
efforts to bring Palestinians to 
a Mideast peace conference. 

Mr Hnsseini, Mr Ashrawi 
and a third Palestinian, Mr 
Zakaria al-Agha, left Jerusa¬ 
lem yesterday, headed for 
Washington. Mr Baker, hoping 
to fiwfoh plans for the confer¬ 
ence that would lead to Areb- 
Israeli negotiations, will leave 
cm Saturday on his eighth trip 
to the region. Mr Baker wOl 
spend Sunday night in Cairo, 
Monday in Amman, Tuesday 
in Damascus and Wednesday 
in Jerusalem. 



Togo leaders appeal for foreign army help 

By Stephanie Gray and William Keeling 


TOGO’S interim government 
has appealed for foreign mili¬ 
tary aid to help ensure transi¬ 
tion to “real and total” democ¬ 
racy, after an attempt by 
troops loyal to former ruler 
Gen Gnassingbe Eyadema to 
kidnap the prime minister. 

In the past week, there have 
been three coup attempts. Up 
to eight pro-democracy sup¬ 
porters were killed in street 
clashes in Lomd after the 


attempted abduction. Fresh 
violence along tribal lines 
erupted last night in a 
suburb Inhabited mainly by 
members of Gen Eyadema's 
Kabye tribe. 

France was not mentioned 
but, as the former colonial 
power, the appeal was clearly 
aimed at IL The French gov¬ 
ernment said yesterday no 
decision had been taken. It had 
noted the appeal from Mr 


Kokou Koffigoh, the prime 
minister, and was following 
developments "extremely 
closely”. 

France has intervened in 
Togo several times in support 
of Gen Eyadema who, after 24 
years in power, was stripped of 
most of bis privileges In 
August by a pro-democracy 
national conference which 
appointed Mr Koffigoh. On 
these occasions, however, 


the support was against 
threats from outside the coun¬ 
try. 

The army is believed still 
loyal to the general and is 
made up predominantly of 
members of the Kabye, his own 
ethnic group. On Tuesday 
night, Gen Eyadema broadcast 
a call for the soldiers to return 
to barracks, but no disciplinary 
measures have been 
announced and it is widely 


believed he bad helped foment 
the unrest 

Western diplomats say the 
French government was split 
last March over whom to sup¬ 
port in presidential elections in 
Benin, which borders Togo. 
They suggest some French offi¬ 
cials had argued that support 
for Gen Mathieu Kerekou, 
leader of Benin for 18 years, 
who lost the election, should 
be continued. 


Dock reforms 
in Australia 
back on track 

Optimism is growing that the 
end may be in sight for the 
country’s byzantine dock labour 
system, reports Kevin Brown 


N O ONE is celebrating 
yet, but reform of Aus¬ 
tralia's byzantine dock 
labour system appears to be 
back on track, only a few 
months after it seemed to be 
poised to collapse. 

Against all expectations, the 
government-appointed Water¬ 
front Industry Reform Author¬ 
ity (Wire) says it will probably 
achieve Its interim target of 
removing 1,800 dockers from 
the workforce by October 3L 
the end of the second year of a 
reform programme launched in 
1989 

■We are just short of tbe 
total at the moment, hut we 
have agreements In the pipe¬ 
line with stevedores in Sydney 
and Melbourne which we hope 
will be signed over the next 
couple of weeks, and that 
would take us over 1 , 800 ,” says 
Mr Barry Vellnagel, the Wira 
secretary. 

The mood of optimism con¬ 
trasts sharply with the suspi¬ 
cion and hostility which has 
dogged the industry since the 
reform process was launched 
by Mr Bob Hawke's Labor gov¬ 
ernment in 1989. 

The government acted after 
an inquiry found that dockside 
productivity was only just over 
half the average at ports with 
which Australia trades. It put 
the cost of excessive labour 
and delays at A$G20m (£286m) 
a year. Among other benefits, 
dockers were guaranteed a job 
for life, paid for travelling to 
work, and paid for bring avail¬ 
able to work even In ports 
where there was no work to do. 

Mindful of the failure of 11 
previous attempts at reform 
since the second world war, 
the government was careful to 
win support from the Associa¬ 
tion of Employers of Water¬ 
front Labour mid the Water¬ 
side Workers Federation, the 
monopoly moon. 

The two sides agreed to 
make 3,000 older workers 
redundant over three years, 
offset by the recruitment of 
1,000 younger workers. 

The agreement also allowed 
company-level bargaining 
between the union and individ¬ 
ual employers, opening the 
way for productivity bonuses 
and incentives. 

However, there was little ini¬ 
tial progress because of the 
mutual antagonism of employ¬ 
ers and dockers. The distrust 
exploded in May, when both 
sides threatened to pull out of 
the process after the industrial 
Relations Commission, tbe 
national labour court, 
announced a cap on pay rises. 

The judgment blocked pro¬ 
ductivity rises offered to the 
dockers, and looked likely to 
torpedo the reform process 
until talks chaired by Mr 
Hawke thrashed out a compro¬ 
mise. 

That in turn triggered the 
completion of company level 
deals which boosted productiv¬ 
ity. 

According to Wira, Austra¬ 
lia’s five main ports are now 
handling 14.46 standard 20-foot 
containers per crane hour, 
compared with 12.8 in 1989. 
Throughput Is expected to rise 


CONTAINER PORTS 

Port 

ttJntts 

Philadelphia 

32.7 

Yokohama 

269 

Zeebrugge 

26.3 

Halifax 

28.1 

San Francisco 

22.3 

Singapore 

22.3 

Los An gates 

21X1 

Hamburg 

21 J3 

Hong Kong 

21.1 

Auckland 

20.5 

Tilbury 

17.3 

Osaka 

16.9 

Australia* 

14.46 


mmigtiput per crane boar (SM oquhntonf 
iaiAa) Ftm had 1931 . ’Awmmgo of Syanojr. 
fJMbourrm, Brisbane, AtMsKJm. Fnmtuakt 

Sourer Win 


to between 18 and 20 an hour 
by March next year. 

That would put Australian 
ports in the same league as Til¬ 
bury, Auckland and Osaka, 
and not Car behind Los 
Angeles, San Francisco and 
Hamburg. 

The benefits axe also flowing 
through at company level Mr 
Richard Setchell, managing 
director of Conanst, a subsid¬ 
iary of Britain's P&O shipping 
group, says prod u c ti v i ty is up 
by between 70 ami 80 per cent 
at the company’s container ter¬ 
minal in Sydney. 

However, Mr . Setchell. 
remains a critic of . the unions, 
which be claims are delaying 
further agreements with other 
Conanst subsidiaries in an 
attempt to force concessions on 
manning levels. 

The complaint is echoed by 
Mr Colin Coventry, chairman 
of the waterfront employers' 
association, who says stevedor¬ 
ing companies have paid 
A$36m since the reform pro¬ 
cess began to dockers for 
whom there is no work. 

These claims are rejected as 
a bargaining ploy by Mr Jon 
T.iwflhan, the Australian Coun¬ 
cil of Trade Unions (Actu) offi¬ 
cer responsible for- the docks, 
who says continuing under-em¬ 
ployment is caused by an eco¬ 
nomic slowdown. 

The union movement is 
pressing the government to 
take reform a stage further by 
increasing competition in stev- f 
edoring, which Is dominated by- 
three companies. 

The companies counter that 
container prices have come 
down by around 25 per cent 
over the last two years. How¬ 
ever, shippers say prices are 
still around 15 par cent higher 
than in New Zealand and 30 
per cent above the US. 

Senator Bob Collins, the 
shi p pin g minister, says there is 
“cut-throat competition 
between the. companies,” but 
the government hopes 
new entrants will be attracted 
by the labour market reforms. 

“People should not believe 
for a minute that the current 
waterfront re form programme 

is g oing to finish when the for¬ 
mal timetable has been 
achieved,” he says. 

“Regrettably, this is tbe first 
real attempt to achieve change 
in this industry in half a cen¬ 
tury. It has got to be made to 
stick." 


The Stock Exchange of Hong Kong Limited takes no mspons&Sty for the contents of this announcement, 
makBS no representation as id ds accuracy or completeness and expressly tfsdaims any fobSity whatsoever for 
any loss howsoever arising from on in relevance upon tite whole or any part of the contents of tins 
announcement 

I- 

FIRST 

PacificJ 

FIRST PACIFIC COMPANY LIMITED 

(Incorporated in Bermuda with Rmited liability) 

ANNOUNCEMENT 

SEMI-ANNUAL DIVIDEND FOR CONVERTIBLE CUMULATIVE 
REDEEMABLE-PREFERENCE SHARES 2000 

The Board of Directors of First Pacific Company Limited (the "Company') is pleased to 
announce the payment of the semi-annual dividend on the Company^ Convertible 
Cumulative Redeemable Preference Shares 2000 (the "Preference Shares"), 
represented by (ntemationaf Depositary Receipts (”(DRs"). which entitle the holders 
thereof to receive a fixed cumulative preferential dividend of 7.25 per cent per annum 
payable in United States Dollars on 10th May and 10th November each year. 

The distribution due on the Preference Shares, as of 10th November, 1991, will be 
calculated at 7.25 per cent per annum of the Issue Amount at the Preference Shares of 
US$5,000 each amounting to US$181.25 per share. If the full preferential dividend is 
not paid on the due date, the balance of such dividend wHI be carried forward for 
payment on a subsequent payment date. 

It Is expected that dividend cheques, or payment by transfer to a US dollar account 
maintained by an 1DR holder with a bank in New York, New York, U.SA, will be 
despatched, or made, as the case may be, to IDR holders on 9th November, 1991 
subject to timely presentation of the relevant coupons. Such coupons should be 
surrendered at least two dear business days (ie., by 6th November, 1991) prior to the 
dividend payment date either at the office of Chase Manhattan Bank Luxembourg, 

SA, ad Depositary, or at the offices of the Paying Agents named in the coupons. 


By Order of the Board 

Ronald A Brown 10th October 1991 

Secretary Hong Kong 


Airport accord ‘should 
bring HK, China closer 9 

By Angus Foster in Hong Kong 


India puts its Westland 
helicopters up for sale 

By David Housego in New Delhi 


SIR David Wilson, governor of 
Hong Kong, said yesterday 
agreement on the colony's new 
ainiort should lead to an 
“effective partnership” 
whereby Hong Kong and China 
could consult and co-operate 
more closely. 

“Sense and goodwill" could 
solve problems in the lead-up 
to the colony’s return to Chi¬ 
nese sovereignty in 1997. Sir 
David was giving his annual 
policy address to the Legisla¬ 
tive Council, now expected to 
become more vocal after last 
month's first partial direct 
elections. He urged newly- 
elected members to work with 
the government, and said the 
administration would also 
have to adapt. 

His speech was not wel¬ 
comed by the United Demo¬ 
crats of Hong Kong, the de 
facto opposition party which 
holds 14 of the Council's 60 
seats. Mr Mar tin Lee, chair¬ 
man, said it “failed to meet the 


expectations of tbe Gong Kong 
people". 

Sir David was vague on the 
issue of more democracy for 
Hong Kong and said the Coun¬ 
cil should build up further 
experience before Britain went 
back to China to ask for more 
democratically-elected seats for 
the 1995 elections. 

He angered labour groups by 
claiming Hong Kong's high 
inflation rate, at over 12 £ per 
cent, was mainly due to a 
labour shortage. The labour 
importation scheme should be 
expanded as work gets under 
way an the new airport, he 
added. This presages a noisy 
debate between tbe govern¬ 
ment and the Democrats, who 
oppose labour importation. A 4 
per cent economic growth is 
expected this year, against 2.4 
per cent last. Sir David said. 
He spoke little about the Viet¬ 
namese boat people, reflecting 
the sensitivity of talks between 
Britain, Vietnam and the US. 


Zaire faces 
new obstacle 

EFFORTS to form a crisis 
government in Zaire hit a new 
obstacle yesterday when prime 
minister-designate Etienne 
Tshisekedi said President Mob¬ 
utu Sese Sefco was demanding 
half the cabinet posts, Reuter 
from Kinshasa. 

Mr Tshisekedi had been hop¬ 
ing to name a government 
tomorrow to end two weeks of 
tension in the central African 
country, devastated two weeks 
ago by riots in which 117 peo¬ 
ple were killed. 

Bat after a second meeting 
with Mr Mobutu he said he 
could not be prime minister 
under such circumstances. Mr 
Tshisekedi said Mr Mobutu's 
Popular Revolutionary Move¬ 
ment (MPR) party was not 
entitled to 50 per cent of seats 
In a government framed by the 
opposition “Sacred Union” 
coalition. 

*1 cannot be prime minister 
of a new government with 60 
per cent for the MPR and SO 
per cent for the Sacred Union,” 
he said. 


A CONTROVERSIAL British 
aid project came to a sorry end 
yesterday when the Indian gov¬ 
ernment confirmed that it was 
seeking to sell through a global 
tender 18 Wesfland-30 helicop¬ 
ters it had acquired from 
Britain. 

The helicopters have been 
grounded since February when 
employees of the state owned 
Oil and Natural Gas Commis¬ 
sion (ONGC) - a leading user 
of the craft - refused to fly in 
them fearing they were nnswfe. 
Of the original fleet of 21 West- 
lands acquired from Britain 
under an aid grant, two 
crashed and one made a hard 

landing 

Mr Madhavrao Sctndia, the 
minister of civil aviation, told 
a press conference in Bombay 
that the Westland helicopters 
had been beset with problems 
from the beginning. Westland 
and Rolls-Royce — which - sup¬ 
plied the engine — have said 
that the main fault was inade¬ 


quate maintenance by Pawan 
Hans, the Indian, group that 
operated them. 

Britain has still to give a 
response to India’s request to 
sell them. Because they were 
funded by British aid, the 
Indian government is unable to 
hand them over to the armed 
forces - the obvious alterna¬ 
tive customer. 

The controversy over the 
Westland helicopter has resur¬ 
faced at an embarrassin g time 
for Boll-Royce which is press¬ 
ing for a reversal of an appar¬ 
ent Indian government deci¬ 
sion to drop the British group 
as the supplier of «*^ gtne« for 
four new Boeing 747-4003 being 
acquired by Air India. 

Mr Sterndia was the minister 
who decided to call for fresh 
bids from the US groups Got 
eral Electric and Prattann 
Whitney after Air India coa- 
finned the order would go to 
Rolls-Royce. 


Malaysian PM warns against democracy-linked loans 


DB Mahathir Mohamad, Malaysia's 
prime minister, yesterday urged gov¬ 
ernments of industrialised countries 
against extending conditions for aid 
and World Rank loans, Stephen Fidler 
reports from Kuala Lumpur. 

Dr Mahathir, opening the annual 
meeting of Commonwealth finance 
ministers in Kuala Lumpur, said 
extending conditions for aid and loans 
into areas such as a country's record 
on human rights or democracy could 


end np hurting the people aid was 
designed to help. 

He urged caution before “we twist 
arms in order to force democracy and 
all the other noble Ideas and concepts 
down everyone’s throats” 

He told the meeting: “The World 
Bank Is about to Insist on new condi¬ 
tionalities for aid and loans. The Com¬ 
monwealth should not just go along 
with the World Bank.” Ministers 
“should appreciate tbe difficulties of 


debtors”. 

He added: “Do not just hold back aid 
because of alleged breaches of human 
rights or whatever. Donor and recipi¬ 
ent and possibly a third party should 
study best how to continue to give aid 
but control the breaches of human 
rights." 

Several finance ministers urged a 
rapid agreement among industrialised 
countries over the Trinidad term*- the 


debt retief proposals for the poorest 
co untries set out- by . Mr . John Major 
when he was UK chanc ellor off'the 
exchequer, at a meeting in jf 
Spain, Trinidad, , last year.'Thao 
been L -- - - - --“ 


would have resolved this in-July. 


_. la iy Hain i 

the proposal in the Paris Club JM* 

month also failed. British officialS'bsve 
expressed “disappointment" that tbe 
proposals have not yet been a^sed-' 
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For centuries mankind has 
looked to die heavens for the extraordinary. 
Starting November 1, it can again. 





ts it* 

?rs up tor 53 * 



Introducing Connoisseur Class only onUnited Airlines. 

WeVe elevated international business class to its highest form of civility. 
Available November 1 on all trans-Atlantic and most trans-Padflc flights. 
Come fly the airline that’s uniting the world Come fly the friendly skies. 
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AMERICAN NEWS 


US lenders and borrowers are already showing more caution 

Credit moves meet scepticism 


By George Graham in Washington 


PRESIDENT George Bush’s 
efforts to encourage bank lead- 
ins by easing regulatory pres¬ 
sure have drawn a sceptical 
response from bankers and 
businessmen. 

The package of measures 
announced this week is the lat¬ 
est step from an administra¬ 
tion which has shown mount¬ 
ing anxiety in recent weeks 
over the slowness of the US 
economy’s emergence from the 
recession. 

But the attempt to relax the 
way regulators assess banks' 
property loan portfolios and to 
ease banks' access to capital 
appears a flimsy barrage 
against the greater caution 
shown by both borrowers and 
lenders. 

The measures include: 

• Lifting the ceiling on the 
amount of non-cumulative pre¬ 
ferred stock which can be 
counted as Tier 1 capital for 
the prudential ratios Imposed 
by the Bank for International 
Settlements (BIS). This will 
bring the US rules in line with 
other BIS members, and could 
slightly reduce the cost of capi¬ 
tal for some banks. 


• Guidelines aimed at encour¬ 
aging banks to work with trou¬ 
bled borrowers and to make 
commercial property loans 
without fear of bank supervi¬ 
sors’ retribution. These guide¬ 
lines include urging supervi¬ 
sors to value property cm Its 
capacity to produce income 
rather than on depressed sale 
prices. 

• A new process to allow 
bankers who think supervisors 
have been too harsh to appeal 
directly to senior officials. 

But the administration may 
be barking up the wrong tree. 

Although the growth of pri¬ 
vate debt has undoubtedly 
slowed - dropping to an 
annual rate of about 4% per 
cent in the first half of this 
year, compared with an 1 aver¬ 
age of over 10 per cent a year 
in the 1980s - evidence of a 
credit crunch is patchy. 

Surveys by the National Fed¬ 
eration of Independent Busi¬ 
ness show the difficulty of 
obtaining credit has rfiangrf 
little, concluding: "In short, no 
credit crunch, «nie« you de al 
in real estate or five in New 
England.” 


Mr Lyle Gramley, chief econ¬ 
omist of file Mortgage Bankers 
Association, argues that not 
only are lenders more cautious, 
but borrowers, too, are unwill¬ 
ing to build up the levels of 
debt they accumulated in the 
1980s. "There has been a sea- 
change in attitudes about both 
borrowing and lending,” he 
says. 

Nevertheless, some busi¬ 
nesses have clearly had trouble 

finding credit. 

Mr 'Patrick Gotcher, presi¬ 
dent of Corphealth, a small 
business In Fort Worth, Texas, 
complains that banks are 
unwilling to lend to service 
companies like his because 
they lack tangible assets as col¬ 
lateral 

"We as a company have bad 
to live out of our cash flow. It 
Is a safe way to grow, hut it is 
a slow way, and we have had 
to watch business pass us by,” 
be says. 

But Mr Gotcher adds that 
the government’s Small Busi¬ 
ness Administration, which is 
meant to provide loan guaran¬ 
tees for growing businesses, is 
perhaps even tighter than the 


banks in assessing credit-wor¬ 
thiness. 

To blame hank regulators for 
these credit problems, how¬ 
ever, may simply be the easiest 
way of finding a scapegoat 
"The regulators are looking 
at balance sheets which will 
not support aggressive lending, 
so they are just doing their 
job,” comments one congressio¬ 
nal economist 
After focusing on income 
statements in the 1980s, he 
argues, banks are now paying 
closer attention to the quality 
of their balance sheets. 

At the same time, asset val¬ 
ues on these balance sheets 
have eroded, especially in the 
property sector, leading to 
what the New York Fed calls a 
“credit crumble”. 

What the administration is 
trying to achieve may be con¬ 
tained less in the content of 
the measures it is proposing 
than in a general attempt to 
boost business enthusiasm. 

"What you want to try to do 
here is build confidenc e in the 
lending environment,” said 
Treasury deputy secretary 
John Robson. 


Haitians try 
to resolve 
differences 


By Canute James 


FACTIONS in Haiti’s army 
tried to reconcile their differ¬ 
ences yesterday as an interim 
president took office, replacing 
Hr Jean-Bertrand Aristide, 
who was toppled In a coup last 
week. 

The army factions, which 
have disagreed on whether the 
exiled Mr Aristide might 
return, were trying to resolve 
their differences in the face of 
fears of a possible foreign mili¬ 
tary i n te rve ntion in Haiti. 

The split in the armed forces 
coup was demonstrated when 
one faction, opposed to the 
return of Mr Aristide, aborted 
a meeting between a mission 
from the Organisation of 
American States (OAS) and the 
junta led by General Raoul 
Cedras. 

Despite the fears of the sol¬ 
diers, the OAS is not yet con¬ 
sidering immediate military 
intervention, as advocated by 
some members. It said its 34 
members would impose eco¬ 
nomic sanctions. 

The first telling sanction is 
likely to be a disruption of ofi 
supplies by Venezuela, one of 
the first critics of the coup. 


US judge will try to refute harassment charge 


JUDGE Clarence Thomas will 
tomorrow seek to clear his 
name of the charges of sexual 
harassment which this week 
blocked his hid to win confir¬ 
mation from the Senate as a 
Justice of the US Supreme 
Court, George Graham writes 
from Washington. 

Mr Thomas and Professor 
Anita Hill, the former 
employee who made the 
charges, will appear before the 
Senate judiciary committee in 
new hearings after the legisla¬ 
tive body decided to delay vot¬ 
ing on Mr Thomas's nomina¬ 
tion for a week. 

The Issue has stirred a bitter 
debate between those who 
believe the mostly male Senate 
had foiled to take Professor 
Hill’s charges seriously and 
supporters of Mr Thomas who 
complain of a smea r camp ai g n. 

The stakes are high both for 
the Senate, which has felt a 
tide of anger from women vot¬ 
ers over its handling of the 
issue, and fee- President George 
Bush, who risks seeing his 


choice for the vacant Supreme 
Court seat torpedoed by the 
furore. 

Mr Bush yesterday renewed 
his backing for Mr Thomas, 
offering "every bit of support 
we can muster”. 

"Judge Thomas is a man of 
honour and dignity. We believe 
in him and we believe his 
sworn statement yesterday 
denying allegations of miscon¬ 
duct of any kind,” the White 
House said yesterday. 

The Senate, meanwhile, 
faced the tho rny t ask of hear¬ 
ing Professor HflTs allegations 
and Judge Thomas’s rebuttals. 

"This is not going to he an 
easy hearing to conduct,” said 
Sen Joseph Piden , chairma n of 
the judiciary committee, warn¬ 
ing how difficult it was to 
ensure that hearing s did not 
victimise the victim. 

The charges have shifted 
public opinion about Mr 
Thomas’s nomination, 
although he still appears to 
command widespread support 
in the country. 



Professor Hill arrives at law school in Oklahoma escorted by two students 


Castro in dilemma as 
communism crumbles 


P RESIDENT Fidel Castro 
opens a special congress 
of the Cuban Commu¬ 
nist party today ami d doubts 
his 32 -year experiment in 
Caribbean socialism can sur- 
vxve. 

Abandoned by his former 
patrons in Moscow and iso¬ 
lated in his own hemisphere, 
Mr Castro faces the worst eco¬ 
nomic crisis since he seized 
power. For the US, which has 
often dreamt of a Cuba without 
Castro, the elusive prize 
appears within reach. 

Yet despite plenty of heated 
rhetoric - President George 
Bush the Cuban leader a 
relic and a Marxist renegade in 
every other foreign policy 
speech - the a dminis tration 
shows little appetite for giving 
the regime a final shove. 

Last month, the US Treasury 
quietly lowered the legal limit 
of remittances to Cuba from 
$500 to $300 (£172) in any three- 
month period: it also limited 
the amount of money which 
Americans can use for travel to 
Cuba. But official reaction to 
congressional demands to 
tighten the US economic 
embargo is ambivalent The 
administration seems to be bet¬ 


ting on the regime tumbling of 
its own weight 

“The admii d a fy ^ ti n n is just 

sHt in g tight,” says Dr Gillian 
Gunn of the Campgjp Insti t u te 
in Washington. “If they put on 
the big squeeze, they will 
infiamp Cuban nationalism 
Tim Latin American countries 
have said so. Tim result is that 
they do not want to tighten op 
at aH” 

Thus, the US State Depart¬ 
ment does not expect very 
much of this week’s special 
party congress, and does not 
expo* any US policy adjust¬ 
ment. Since Mr Castro has 
declared that the single-party 
system and socialism are not 
open for debate, it is assumed 
that the most likely changes 
proposed by the congress wfil 
be modest alterations in the 
state-run economy. 

These alterations might 
hv-inrtp relaxing rules on agri¬ 
cultural co-operatives - but 
not individual ow nership ; and 
fresh appeals for foreign 
investment, sweetened by 
offers to allow majority owner¬ 
ship of Cuban businesses. 
Some privatisation of the ser¬ 
vice sector is also likely. 

The Cuban leader’s dilemma 


IMF WORLD ECONOMIC OUTLOOK 


Cutting budget deficits ‘vital to 
growth and high employment’ 


By Peter Norman, Economics Correspondent, in Bangkok 


THE world’s industrialised 
countries must reduce their 
budget deficits to pave the way 
for lasting growth and a sus¬ 
tained drop in unemployment 
in the 1990s, the International 
Monetary Fund says. 

It also calls for fester prog¬ 
ress in reducing trade barriers 
and describes the failure to 
conclude the Uruguay Round 
of multilateral trade negotia¬ 
tions on schedule last year as 
“a major setback”. 

In its latest twice-yearly 
World Economic Outlook, the 
IMF says it assumes the indus¬ 
trial nations wfil continue to 
exercise restraint in monetary 
policy - particularly neces¬ 
sary in Germany and Japan, 
where pressures on productive 
capacity, and excessive wage 
increases since unification last 
year In the case of eastern Ger¬ 
many, suggest a significant 
inflationary risk. 

In countries such as the US 
and Britain, which are emerg¬ 
ing from recession, the risk of 
an acceleration of prices 
appears small in the short run. 
But the IMF warns that the 
monetary authorities should 
“be prepared to tighten mone¬ 
tary conditions at an early 
stage, particularly if the expan¬ 
sion proves to be stronger than 
expected”. 

The IMF’s call for lower bud¬ 
get deficits reflects concern 
that reconstruction in the Mid¬ 
dle East after the Gulf war, 
German reunification and the 
transformation of eastern 
Europe and the Soviet Union to 
market-based economies will 
strain the existing global pool 
of savings. Its projections sug¬ 


gest these new demands could 
amount to nearly $100bn 
(E57.4bn) this year, which 
would be equivalent to 0.6 per 
cent of the combined gross 
national product of the indus¬ 
trialised countries, and run at 
an average annual rate of 
gSObn between 1992 and 1996. 

Without a commensurate 
rise in the availability of global 
savings, this increased demand 
could push interest rates up 
half a percentage point 

The IMF has focused on gov¬ 
ernment consumption of 
savings because it believes the 
private savings rate will 
decline over the next five 
years. It also estimates that 
industrial countries win need 
to lift investment in relation to 
GNP by about one percentage 
point by 1996 to maintain their 
average 2.75 per cent annual 
growth rate of the past decade. 

The fund’s calculations 
imply that foil implementation 
of existing plans to reduce bud¬ 
get deficits is a minimum 
requirement to ensure that the 
increase in domestic invest¬ 
ment needed to sustain growth 
can be financed. 

In some countries - the IMF 
singles out the US, Germany, 
Italy and Canada - such an 
approach will involve consider¬ 
able restraint on government 
spending. Although the Fund 
does not say so, governments 
will be faced, with some tough 
political choices. 

At one point the IMF sug¬ 
gests that some of the transfer 
payments associated with the 
Integration of the Soviet Union 
and eastern Europe into the 
world economy could be 


financed by reducing military 
expenditures, provided this 
was matched by large Soviet 
cuts. A 20 per cent cut in the 
$460bn annual cost of military 
expenditure to the industrial 
countries would imply budget¬ 
ary savings of $90bn a year. 
The abolition of farm support 
measures in the industrial 
countries would cut govern¬ 
ment outlays by SLOObn. But 
these instances were given by 
way of example rather than 
policy advice. 

Elsewhere, the IMF indulges 
in some straight talking to its 
member governments. It warns 
that the paucity of national 
saving is "the key policy issue” 
in the US. In the case of Ger¬ 
many, it says many of the sub¬ 
sidies to support investment in 
eastern Germany “are poten¬ 
tially an open-ended drain on 
the budget”. 

It tells the Italian govern¬ 
ment that its objective of 
reducing the central govern¬ 
ment deficit to 5.75 per cent of 
gross domestic product by 1994 
from 10.74 per cent last year 
will involve a fiscal adjustment 
“that is considerably larger 
than assumed” because the 
nffirifll plan Is hattotl on hi g hl y 
optimistic growth projections. 

Developing countries are 
also urged to boost their 
domestic savings and invest¬ 
ment rates. The IMF cal culates 
that those which have experi¬ 
enced problems in servicing 
their debt should increase 
domestic investment and 
savings rates by around 3 per¬ 
centage points between 1991 
and 1996. 

But it admits that such an 


increase would represent “an 
extraordinary effort” on the 
part of many of these coun¬ 
tries. 

Another preoccupation of 
the IMF Is the inability of 
negotiators so far to bring the 
Uruguay Round of trade liber¬ 
alisation talks to a successful 
conclusion. 

It says increased access to 
export markets is “an essen ti al 
condition” for the successful 
transformation of the east 
European economies. Conclu¬ 
sion of the round "could repre¬ 
sent the most important single 
contribution of the industrial 
countries to a favourable evo¬ 
lution of the world economy”, 
it says. 

It also worries about struc¬ 
tural problems in labour mar 
kets that have contributed to 
persistent high rates of unem¬ 
ployment in Europe. It tells 
governments to consider train¬ 
ing and retraining pro¬ 
grammes, improved job place¬ 
ment services, reductions in 
minim um wages and reform of 
unemployment insurance 
systems. 

The report reflects the IMF’s 
growing confidence that pru¬ 
dent, market-oriented policies, 
with a strong counter-inflation¬ 
ary commitment, bring 
rewards for countries. At a 
press conference yesterday, Mr 
Michael Mussa, the IMF’s chief 
economist, said there was 
"clear evidence” that the IMF’s 
policies were beginning to bear 
fruit in Latin America. 

In its forecasts for the world 
economy, which were widely 
leaked last week, the IMF sees 
growth of 4.75 per cent next 
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0.9 

2.8 

Industrial countries 

2.6 

1.3 

2A 

Of which: 

US 

1.0 

-03 

3.0 

Japan 

5.6 

4.5 

3.4 

Germany (West) 

4.5 

3.1 

2.0 

UK 

0.8 

-1.8 

2.4 

Developing countries 

1.0 

-0.6 

2.9 
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E. Europe and USSR 

-3.6 

-10.6 

—3J) 

E. Europe alone 

—75) 

-12.0 

2.1 
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2.1 


3.3 
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5.5 

5.0 

5.2 
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0.7 

-4.0 

11.2 

W. Hemisphere 

-0.9 

1 2 

2.2 

Consumer Prices' 

Industrial countries 

4JB 

4.5 

3.8 
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US 

5.4 

AS 

4.0 

Japan 

3.1 

3 A 

2.7 

Germany (West) 

Z7 

3J> 

3.5 

UK 

as 

5.9 

3.9 

Developing countries 

91.0 

56.7 

22.8 

World trade volume 

43 

as 

5.0 
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Industrial countries 

&2 

7.0 

7-0 
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US 

5.5 

5.8 

8.3 

Japan 

2.1 

2.1 

2J2 

Germany (west) 

6 2 

5.7 

5.9 

UK 

5.8 

8.5 

9.5 

EC average 

8.7 

9.3 

9.5 

Currant Account ($bn) j 

Industrial countries 

-97.5 

-33.7 

98.5 

Of which: 

US 

-92.1 

-17.6 

92.0 

Japan 

35.8 

82.7 

59.4 

Germany (West) 

47.9 

-8.1 

9.4 

UK 

-25.7 

-10.8 

12 J3 

Developing countries 

-24.6 

-103.8 

64.2 
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year in developing countries. 
This Is apart from the Soviet 
Union and eastern Europe, 
which the fund now catego¬ 
rises as developing countries. 

Although the world economy 
will grow at its slowest rate in 
nine years in 1991, output is 
projected to rise by around 2.75 
per cent next year. 

Following this relatively 


modest rebound, the IMF’s 
medium-term projections 
envisage real growth averaging 
3 per cent a year in the indus¬ 
trialised world between 1992 
and 1996. But these projections 
depend crucially on govern¬ 
ments fulfilling their commit¬ 
ments and, in cases where an 
IMF plan is In place, following 
the fond’s advice. 


Gloomy outlook for jobs and investment in UK 


BRITAIN’S return to economic 
growth next year will be accompanied 
by a significant rise in unemployment 
and a continued fall in fixed invest¬ 
ment by businesses, according to a 
report from the International Mone¬ 
tary Fund, Peter Norman writes. 

In its latest half-yearly World Eco¬ 
nomic Outlook, the IMF forecasts that 
Britain’s unemployment rate will 
average 9.5 per cent next year com¬ 
pared with an average of 8.5 per cent 
expected for this year and only 53 per 
cent in 1990. The IMF forecast implies 
that UK unemployment will average 
2.72m next year compared with 2.43m 
in August, when the seasonally 
adjusted unemployment rate was 8J> 
per cent. 

Alone of the Group of Seven leading 


industrial countries, the UK will expe¬ 
rience a decline rather than growth In 
employment in 1992. The IMF expects 
thp nnmhw of people in employment 
to fell by 0.7 per cent next year after a 
2.4 per cent drop in 199L According to 
the most recent government figures, 
some 26.4m people were employed in 
Britain in March tide year. 

By contrast the IMF forecasts that 
employment will grow by 1 per cent 
in all the G7 countries next year after 
staying virtually unchanged t his y ear. 

The Outlook also says the UK will 
be the only G7 country in which fixed 
investment by the business sector will 
fell in real toms next year. The proj¬ 
ected decline of 2 per cent would be 
small compared with the 12 per cent 
drop expected this year, but it con¬ 


trasts with IMF expectations of 3A per 
cent growth affixed investment in the 
Gff as a whole in 1992, as investment 
In the US. Canada and Italy starts to 
grow again after falling this year. 

The report makes clear that the 
recession in the UK mil have been 
deeper than those in Canada and the 
US. It estimates a 3.5 per cent decline 
in zeal UK gross national product 
from peak to trough of the economic 
cycle, against a 2^ per cent drop in 
Canada and L2 per cent in the US. 

Its detailed projections for the UK 
economy therefore paint a somewhat 
more sombre picture of next year's 
likely economic trends than last 
week's leaked disclosures from an 
early version of the Outlook, saying 
the Fund was expecting the British 


economy to grow by 23 per cent next 
year. 

In feet, the final version of the Out¬ 
look forecasts that output in Britain 
will increase by 2.4 per cent next year 
after a sharp L8 per cent decline this 
year. 

The IMF projection means Britain 
can expect an economic growth rate 
next year that will be below those of 
the US, Japan and Canada, about the 
same as in France and Italy but 
higher than that in western Germany. 
The Outlook, which does not give 
forecasts for united Germany, says 
west Germany will be the slowest 
growing G7 country next year, with 
output projected to rise by 2 per cent 
after 3.1 per cent growth this year. 

The IMF report is sparing in its 


advice to the UK government It says 
financial policies will need to remain 
restrained if the government is to 
achieve its goal of bringing Britain's 
inflation rate into fine with those of 
the low-inflation countries in the 
exchange rate mechanism of the 
European Monetary System. 

It says Britain, like most European 
countries, should improve the effi¬ 
ciency of its labour markets to reduce 
unemployment The report also con¬ 
tains an oblique criticism of minimum 
wage regulations, such as those pro¬ 
posed by the Labour party. It says a 
reduction in minimum wages "in sev¬ 
eral countries” would help reduc e 
unemployment among young workers 
and so hftlp them to Improve their 
skills th roug h on-the-job training. 


is that he needs to reform in 
order to preserve; but If he 
goes too far he risks unleash¬ 
ing the same revolutionary 
forces which toppled the com¬ 
munist regimes In eastern 
Europe in 1989. 

What influence could the US 
bring to bear to secure a non¬ 
violent outcome? 

In the absence of a lead from 
the administration, Congress 
has stepped into the policy vac¬ 
uum. In a ^ltinn to the USUSl 
bills seeking to tighten the 
embargo. Congressman Robert 
Torfcelli. a New Jersey Demo¬ 
crat, is drafting a bill which 


Lionel Barber on 
the embattled 
Cuban leader’s and 
today’s special 
Congress 


combines a mix of carrots and 
sticks aimed at weakening the 
regime. 

The hill would tighten trade 
restrictions on the subsidiaries 
of US companies in third coun¬ 
tries dealing with Cuba, and 
may make it Illegal for coun¬ 
tries which import sugar from 
Cuba to sell sugar to the US. 
Yet the bill also exempts medi¬ 
cine direct mail from the 
US embargo. 

This is more imaginative 
than current US policy, which 
remains geared to Mr Bush's 
statement last May, on the S9th 
anniversary of Caban indepen¬ 
dence: On Radio and TV Marti 
- the Florida-based stations 
Stunning into Cuba - he prom¬ 
ised a "significant improve¬ 
ment” in relations if Mr Castro 
held democratic elections 
under international supervi¬ 
sion, freed political prisoners 
and ended support for outside 
insu r ge n ts. 


FT CONFERENCES 


EUROPEAN POSTAL SERVICES: THE WAY AHEAD 
London, 29 & 30 October 

ProponU to open up pastel services to co mp e tiu on. die ECs green paper 
eadUK O o wa—mhgMn iBn will be le vie wu l by Edward Leigh. MP, 
Pieter Wdtsvredeii, Yve* Cotoqner, Sir Biyn Nkbolson aid Ad 
Sc hcc pbo u w m . Pace quality and standards jo European sendees as well 
a» opport u nities for new services will be assessed. 


UNBR SHIPPING IN THE 90S 
Amsterdam, 12 November 

Subjects to to »ddre»»ed incbide ocxnpelickn ami the fotare of liner 
couferencet, finmring lomoi ro w^ thipa and the role of shipping in the 
tfawrib o ri oB system. Conti ibufora inctode Wh Bltnfc, Theo Ooggycn, 
Professor Heok Malenaar, Kad-Hrinz Sager and Se Yooig Ft*. 


PROSPECTS FOR BULK SHIPPING 
Amsterdam, 13 November 

Prospects for balk shipping together with quality management sad safety 

of shipping win be addressed by Jade Hammer of Pearnkiys, Dr Jan 
W onham , IMO and Jena UBrvdz-Moc, Norwegian Sripownej*' 
Asiocutm. Bulk shipping and grains will be reviewed by Stem 
McCoy, North American Export Gum Association. 


WORLD ELECTRICITY 
London -14 & IS November 

This meeting will examine tbe challenges of increased competition. 

envnanmatfal ptessures and fotare foel sourees. Tbe conference will be 
chaixed hy Sir Donald Miller and Sir Michael Joughin, CBE. 

Con&ilxnoTs include: Nicholes Argyris. Dr Rolf Biezhafi, Alia He*, Kart 
Yeager, Togp Miws, Pierre Ledescraad Cad-Enk NyqmsL 


THE THIRD FT PETROCHEMICALS CONFERENCE 
London 19 & 20 November 

The anrem trade nnlook, foe challenge of maintainiijg margins in a 
cyclical bu siness. the impact of the economic downturn cn 
petrodnuicah in Europe, compermon policy, processing economics and 
eom ommaal issues are among the subjects to be discussed. 
Cootriboiora iodode: Peter Vogtlander, Andrew Bader, Sir Denys 
Henderson. John Akin, Dong Campbell. Moharoed AI-Mady, Javier deb 
PeRa, Sbxtoa de Bret and Hugo Hod. 


HEALTH CARE-THE CHANGING UK MARKET 

London, 2 & 3 December 

This topical cottference will debate changes in the provukn md 
pet ehaarog of health care and assess the impact of the NHS reforms op . 
ihe private sector. Dcvdoproaas in medical insurance the nf 

are md-diey»fee of employee health progranmicrwffl also be 
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Yet this statement came 
before the failed putsch in. 
Moscow which accelerated the 
break in Soviet-Cuban rela¬ 
tions, hi g hli g hted by President 
Mikhail Gorbachev's 
announcement that he* 
intended to withdraw the 2,800- 
strong Soviet "training” bri¬ 
gade in Cuba. 

According to a senior US 
official, the new Rnsstan politi¬ 
cal le a d ershi p is rabidly anti- 
Castro. The Cuban-American 
Foundation, which contains 
collaborators with the forma. 
Batista dictatorship, has been 
allowed to set np an office In 
Moscow; meanwhile, Russian 
President Boris Yeltsm’s aides 
boast about an imminent aid 
to all subsidised trade between 
Moscow and Havana. 

Soviet off shipments, already 
down 3m tonnes last year, are 
expected to slip from a planned 
10 m to around 7m tomes. Hard 
currency is already necessary; 
by the start of 1992, the Rus¬ 
sians want to move to full mar¬ 
ket prices. 

Tough talk from Moscow 
may, however, be aimed at per¬ 
suading the US that ft deserves 
large-scale US ftoanmai aid. US 
nfflr-fafo pomt out that Moscow 
still needs Cuban sugar, and 
Cuba has been punctilious 
with its deliveries. 

Yet the economic squeeze 
still presents the Castro regime 
with its gravest threat. Low oil 
supplies have prompted Cuba 
to import huge numbers of Chi¬ 
nese bicycles; shortage of fuel 
has upset training exercises for 
the 180,000 Cuban armed forces 
and damaged morale in the 
ranks. Without an improve¬ 
ment in the economy. Presi¬ 
dent Castro’s days seem num¬ 
bered — as are his options. 

As one US official put it: 
"Castro is psychologically inca¬ 
pable of change. .But exile 
would be tantamount to defeat 
and humiliation.” . 
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WORLD TRADE NEWS 


Iran plans £3.4bn update 
of its telecom systems 
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Byjiugo Dixon 

JUAN plans to put up its own 
satellite and install mobile 
communications networks in 
its-main cities to transform Its 
telecommunications infrastruc¬ 
ture from that of a developing 
to that of a developed country. 

Mr Sayed Gharazi, the- coun¬ 
try’s minister of posts, tele- 
graphs and telephones, told the 
Financial Times that he expec¬ 
ted to finalise contracts worth 
DMl0bn.<£34hn) with foreign 
suppliers by the end of the 
year. Siemen s of Germany and 
SEL, part of the French Alcatel 
group, which already supply 
Iran, are expected to get large 
shares of the contracts but 
other manufacturers such as 
NEC of Japan and South 
Korea’s Samsung may also be 
involved. 

The telecommunications 
development plan is an exam¬ 
ple of how Iran is seeking to 
integrate itself In the world 
economy after the end of its 
war with Iraq. It has also held 
discussions with Rover, the UK 


car group, about manufactur¬ 
ing vehicles in the country. 

In what is one of the most 
ambitious schemes of any 
country to modernise its tele¬ 
communications facilities , Iran 
plans to: 

■Increase the number tit tele ¬ 
phone lines from 2£m today to 
On in two y ear ’s time and 12m 
in 1996. As part of the first 
phase of this programme, it 
already has agreements with 
Siemens and SSL to supply it 
with digital exchanges and 
gradually transfer toe technol¬ 
ogy to Iran. 

■Launch a geostationary sat¬ 
ellite for do mesti c wmwnnnfca - 
tions and set up 10.000 small 
satellite earth stations, known 
asVSATs. 

■ Lay 20,000km of fibre optic 
cables to provide a modem 
long distance network 

■ Set up mobile telephone 
systems in the largest cities. 

■ Establish a nationwide pag¬ 
ing network 

■Use the International Mari¬ 


time Satellite organisation’s 
system for tracking lorries 
across the coontry. 

■ Renovate old exchanges and 
rahles- 

Mr Gharazi has been negotia¬ 
ting with suppliers at toe Tele¬ 
com 91 exhibition in Geneva 
this week “They have declared 
their readiness and they are 
prepared,” he said. “All that 
remains is the contract” 

One potential supplier said 
he was sceptical whether Iran 
would be able to achieve the 
tight timescales it had set He 
also doubted whether the coun¬ 
try would be able to buy so 
much equipment for so little 
money. But Mr Gharazi said 
his policy was to make suppli¬ 
ers compete with one another. 
He said manufacturers often 
started by quoting prices much 
higher than they were pre¬ 
pared to accept 

He said the programme 
would be financed by a mix¬ 
ture of financing from suppli¬ 
ers and revenue from oil sales. 


Bonn agrees 
Gatt farm 
strategy 

By Christopher Parkes in 
Bonn 

THE Bonn cabinet yesterday 
agreed on a strategy to help 
resolve differences over agri¬ 
cultural policy which have 
been blocking toe Uruguay 
Round of Gatt talks. 

Ministers will propose at an 
informal trade meeting in The 
Hague tomorrow that Gatt 
trading partners should under¬ 
take to dismant l e their farm 
subsidy and export rebate 
systems over the next five 
years. Results would be 
in the fifth year «*nrf , 
if necessary, negotiations 
would be held to decide on any 
further action. 

“The way is now clear for a 
successful conclusion of the 
current Gatt round,” Mr Jur¬ 
gen Moliemann. economics 
minister, said. 

The plan, accepted despite 
lingering objections from Mr 
i gnar. Kiechle, the agriculture 
minister, seems likely to 
increase tensions between Ger¬ 
many and Ranee. 


Asean presses US 
on Uruguay Round 

By Lim Siong Hoon in Kuala Lumpur 


THE Association of South East 
Asian Nations (Asean), led by 
Malaysia, was yesterday mess¬ 
ing the US for “flexibility" in 
liberalising services under the 
Uruguay Round of Gatt 

Of the various Gatt areas, 
services emerged most promi¬ 
nent in talks yesterday 
between senior Asean officials 
and Mrs Carla Hills, US trade 
representative. Her visit to 
Kuala Lumpur coincided with 
an Asean economic ministers* 
conference. 

Mrs Hills had hoped to used 
the occasion to galvanise 
Asean support for US positions 
in tbe Uruguay Round, but 
found herself facing a “proac¬ 
tive Asean”. as decrlbed by Ms 
Rafidah Aziz, the Malay sian 
international trade minister. 

Ms Rafidah said, after the 
talks , that Asean would like to 
see “services resolved which 
would provide a kind of flexi¬ 
bility. We must come up with a 
balanced resolution, satisfac¬ 
tory to alL” 

Mr Amaret Sila-On. the Thai 


commerce minister, also pro¬ 
vided Malaysia's implicit back¬ 
ing when he said that the 
emphasis on agriculture was 
“unduly great”, although most 
Asean countries are also mem¬ 
bers of the Cairns Group. 

Among the Asean members 
- Br unei. TwAmogfa Malay sia, 
Philippines, Singapore and 
Thailand - Malaysia has been 
one of the strongest opponents 
of any Gatt rule which 
encroaches on domestic mar¬ 
ket shares in sectors like 
finance and insurance. 

The US has drawn up a list 
of 280 specific barriers which it 

thinks hinders market access 
by its services exporters- The 
list is subject to revision how¬ 
ever. This is toe first time that 
US and Asean have met at 
trade ministerial level specifi¬ 
cally on Gatt issues. Mrs Hills* 
visit is also intended to widen 
the consensus on those issues 
through the auspices of the US- 
led Aria Pacific economic con¬ 
sultative group which includes 
Asean, Australia and Japan. 


Ktlflir Spirit of the Lome Convention threatened by 1992 

One predication about the single market is that traditional suppliers will suffer, writes William Keeling 
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T he emergence of th#» 
Stogie European Market 
in 1992 [is being viewed 
with trepidation by many 
developing countries. Predic¬ 
tions of how the market will 
affect Third World economies 
have ranged (from “a much- 
needed shot in the arm” theory 
to a doomsday scenario. 

The 69-mbmber Afri can, 
Caribbean and Pacific (ACP) 
group currently trades with 
the European Community 
under the terms of the Lome 
Convention/ The convention 
■ states that too ACP state shall 
be placed, ds regards access to 
its traditional mar kets and its 
advantageaon those markets, 
in a less favourable position 
than in tbe past or present”. 

Whether that statement will 
be honoured has been placed in 
doubt by a recent publication, 
Europe: 1992 and the Develop¬ 
ing World by Michael Daven¬ 
port and Sheila Page, to the 
book the authors predict that 
the SEH win make EC naHnng 
more com petitiv e. “This would 
mean,” they write, “a farther 


redirection of trade away from 
traditional suppliers and 
towards intra-EC trade”. 

The most for-reaching 
will be to dismantle bilateral 
trade relations between EC 
nations and countries with 
which they have had histori¬ 
cal, often colonial, ties. 

Ex-French colonies have, for 
example, enjoyed privileged 
access to the French market 
for horticultural and fishery 
products. As a result, little 
attempt has been made by 
these countries to diversify 
into new markets, neither have 
they dealt in a competitive 
setting. 

The withdrawal of trading 
protection is likely to he most 
serious for ACP producers of 
bananas. Bananas are one of 
the most traded agricultural 
wmimnditipw to value fa»rma to 
the world and a complex sys¬ 
tem of bilateral agreements 
govern s their t«A» 

Britain provides a guaran¬ 
teed market for nmimited 
quantities at bananas from the 
English-speaking Caribbean 


Surinam; riwiiar guaran¬ 
tees are provided by France for 
Cameroon and the Ivory Coast, 
and by Italy for Somalia. 

Production costs, however, 
differ wildly between produc¬ 
ing nations and prices range 
from Ecu60 (£42) per 100kg for 
Windward island bananas, to 
Ecu45 per 100 kilo for so-called 
“dollar bananas", those pro¬ 
duced in Central and South 
America sold primarily to the 
United States through a free 
market 


V arious new protective 
regimes have been pro¬ 
posed but all would be 
detrimental to high cost pro¬ 
ducers. For instance, if all quo¬ 
tas were lifted - but a 14 per 
cent EC tariff placed on dollar 
bananas - St Vincent would 
lose about 70 per cent of its 
banana export earnings; 
bananas currently account for 
40 per cent of the island’s 
export earnings. 

Problems will also be 
encountered in the fish sector 
as the EC brings in new stan¬ 


dards on health and hygiene. 
The principal ACP countries to 
be effected will be Mauritania, 
Senegal. Madagascar and 
Mozambique. Although new 
standards can be met, the prob¬ 
lem will be available invest¬ 
ment and technical expertise. 

Similarly, investment in 
expensive plant will be 
required if Togo and Senegal 
are to address EC regulations 
limiting cadmi u m residues in 
fertiliser. 

Tbe effect of the SEM will 
not be wholly negative. Sectors 
which should benefit include 
coffee, tea and cocoa which 
provide the economic mainstay 
for many ACP nations. Excise 
duty on these, which stretch to 
more than SO per cent in Ger¬ 
many for coffee and tea, are to 
be abolished. 

In 1988, ACP exports of cof¬ 
fee to the EC were Ecul^bn 
and these should rise in line 
with the projected increase in 
EC world imports of coffee of 
3.8 per cent as a result of tax 
harmonisation. Kenya, Rwanda 
and Tanzania, which produce 


mfld coffee beans, are expected 
to benefit the most. 

With cocoa, harmonisation 
of the EC tax regime is forecast 
to increase world prices by 1.8 
per'cent and EC Import vol¬ 
umes by 1.4 per cent The prin¬ 
cipal beneficiaries will be the 
Ivory Coast, Ghana, Nigeria 
and Cameroon. Under the SEM 
an expected 5 per cent uniform 
tax on tea should increase its 
price by 1 per cent and total 
imports by 02 per cent in vol¬ 
ume. 

The dismantling of historical 
ties between developing coun¬ 
tries *nri pa rticular EC rmtlrms 
may also end forms of unfa¬ 
vourable exploitation. 

A study in the June 1990 
issue of finance and Develop¬ 
ment, published by the Inter¬ 
national Monetary Fund and 
the World Bank, showed that 
many African c m i ntri ew had all 
paid subs tantial premiums for 
strategic imports from their 
former colonisers. 

Former French rplnnips, for 
instance, tmd paid an average 
premium of 24 per cent 


between 1962 and 1987 for iron 
and steel imports. The costs to 
the countries were in some 
cases equivalent to their for¬ 
eign debt. 

Tbe year 1992, however, is 
unlikely to provide much suc¬ 
cour for the ACP nations in 
their trade with the EC. 
Increased investment is 
required for developing nations 
to adjust their export sectors, 
but tow commodity prices and 
debt have acted as a disincen¬ 
tive to investment flows from 
abroad. 

With tbe terms of trade set 
to get tougher.the danger is 
that ACP countries will 
become more aid-reliant. Last 
year the Lome IV convention 
was agreed, bringing with it 
Ecul2bn to aid over a five year 
period. Some states are already 
arguing that the allocation is 
insufficient for their needs. 

Europe: 1992 and the Devel¬ 
oping World, by Michael Dav¬ 
enport with Sheila Page. Pub¬ 
lished by the Overseas 
Development Institute. Lon- 
don.pp 130. £9.95. 
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German shipyards clinch 
Chinese container order 

BREMER Vulkan, one of nest Germany’s biggest shipyards, is to 
co-operate with an east German yard to build three container 
ships worth DMGOOm (£2Q6m) for Cosco, the Chinese state stop¬ 
ping line, writes Andrew Fisher in Frankfurt 

The order comes as east German yards, suffering from over-ca¬ 
pacity and low productivity, are struggling for survival after the 
collapse of Soviet business. The east German industry once 
employed more than 50,000 people to shipbuilding and related 
activities. Bremer Vulkan is Unking up frith Matthias-Thesen- 
Werft, based in tbe east German town of Wlsmar. This yard Is 
regarded as being among tbe best in east Germany. 

The west German yard, based in Bremen, will build one of the 
big 3,800 TEU (20 ft equivalent units) container vessels itself for 
delivery in September, 1993. Matthias-Thesen-Werft will build tbe 
other two under contract for Bremer Vulkan, delivering these to 
Cosco in January and April of 1994. 

Airport expansion plan ‘senseless 9 

The planned expansion of German airport capacity would be a 
“senseless” waste of money, according to a study published in 
Frankfurt yesterday, writes Christopher Parkes in Bonn. Super 
jets with up to 1,000 seats and the new generation of trains would 
take all the strain, according to Mr Hans-Georg Ungefug, author 
of the report in FVW, a specialist newsletter. 

He claimed that even if airport passenger numbers continued 
to Increase by 3 per cent a year, by the year 2010 most German 
airports would be working at between 50 and 70 per cent of their 
present capacity. 

With the continuing expansion of the European high-speed rail 
network, most flights of less than 600km would be superfluous, he 
said. Around half of the 14m people who fly around Germany 
each year could go more efficiently by train in future. 

Alcatel technology for Australia 

THE Australian Telecommunications Ministry has chosen French 
telecommunications giant Alcatel-Alsthom’s mobile communica¬ 
tions technology as the country's standard. Alcatel awwnnnrpH 
yesterday. AP DJ reports tram Paris. 

in addition, a company spokesman said, Alcatel is “confident” 
that it will soon be awarded a contract to set up a mobile 
communications network, based on the Global System for Mobile 
Communications technology, in Sydney, Brisbane, and Canberra. 
Australia is the first non-European country to adopt the Euro¬ 
pean standard for mobile communications. The spokesman would 
not give the value of the contract, but said it could amount to 
“tens of millions of dollars" and could i<wH to m ob ile commu¬ 
nications contracts for other Australian cities. 

Italy’s Indonesia dam contract 

Impregilo, a subsidiary of Cogefarimpresit, the construction com¬ 
pany controlled by Italy's Fiat group, has been awarded a $150m 
(£8&2m) contract for civil engineering works for the Singkarak 
dam in Indonesia, writes Haig Simonian to Milan The tfaal, won 
in conjunction with the Dumez International subsidiary of 
France’s Lyonnais Dumez group, is for the underground electric¬ 
ity plant at Singkarak, 40km north-east of Padang on the island of 
Sumatra. Finance for the project, which is expected to last 
around six years, has come from the Asian Development Bank. 

CFM wins $400m engine order 

CFM International received a 3400m engine order from All Nip¬ 
pon Airways, AP-DJ reports from Evendale, Ohio. CFM, which is 
a 50-50 joint company of Snecma of France and General Electric, 
will provide All Nippon with up to 40 engines for the airline’s five 
firm and five option Airbus Industrie A340 aircraft. With this 
order, CFMI and GE continue to supply a majority of engines for 
the Nippon fleet, with about 500 engines in service or on order. 
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I Telecommunications technology perspective 

‘Investing for continued 
success on world markets’ 
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Ericsson, the Swedish-based Internationa] 
telecommunications company, is well- 
positioned to profit from the technical and 
market deveftpments that are 
reshaping the industry. 

In digital switching for public 
networks'. Ericison's AXE switch is 
in service in over 80 countries, with 
a 14% share cf the world market 

In mobile communications, 
Ericsson has a 40% world market 
share for celLilar networks. And in 
the business communications 
sector, Ericsson's voice and data 
networking systems are gaining 
ground rapidy with major corporate 
users, suet as stock exchanges, 
banks and iitemationa) companies. 

This lame-scale, worldwide user 
base is important, given the high 
costs of funding research and 
development into the key new 
systems tichnologies. 

Ericsson's investment in 
technolojy is currently focussed on 
key sysbms areas such as ISDN, 
intelligeit networks, broadband 
commuiications, transport net¬ 
works, torefless telephony, mobile 
data neworks. and voice/data networking. 
Networt management a vttafly important 
subjecllbr both pubficand private networks, 
is receiving particular attention. 


New York 
comes in loud 
and clear 

in e single weekend in July, Ericsson and 
Metro One made history when they 
successfully completed the largest angle 
celular system conversion ever. The event 
toak place in life New YorWNew Jersey 
aea. where Mefro One provides a certutar 
phone service, overnight, the new Ericsson 
cellular system improved the quality and 
darity of the cals and increased the serwee 
capacity in the largest most demanding 
cellular market in toe US. 


In future, only asuppBer with asystems- 
level approach covering a number of 
complementary technologies will be able to 
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‘Focussing ewn more intensivaty on tf»e davoiop- 
mertt of present and Mure MMonmuafaWfaM 
systems’: Dr Lais Ramqvisi. President and CEO. 
TeWonaktiBbo tage t LU Ericsson. 


The cutover of the Ericsson system 
was the first step in a projected $250 m 
investment over the next five years by UN 
Broadcasting, owner of Metro One. 
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stay at toe forefront of the market 

One of Ericsson's real strengths is toe 
company's involvement in the key areas of 
telecommunications system tech¬ 
nology for the future. 

The bade platform s fortoese future 
developments have already been 
created, in the form of the AXE cfigitaJ 
switching system for fixed and mobile 
public networks; the digital MD110 
subscriber exchange; toe Ericsson 
Transport Network Architecture 
(ETNA). SDH and SONEToptical fibre 
access and transport network systems; 
and TMOS, with its family of 
management functions and operation 
support system. 

They form a sttong foundation tor 
toe new products and services that will 
enable network operators and end 
users to make the most of new 
telecommunications opportunities. 

Commenting on this subject in the 
financial report on toe first six months 
of 1991, Ericsson President Lars 
Ramqvist said: *We have elected to 
focus even more intensively on toe 
development of present and future 
teiecommuntcations systems. By so 
doing, we expect to maintain and strengthen 
ourteading position in our principal areas of 
business, with good profitabilty over toe 
tong tom'. 


Ericsson 
cordless phones 
at 1992 Olympics 

VIP guests and organisers at the 1992 
Olympic Games in Barcelona will be aWe to 
make and receive calls via Ericsson CT3 
cordless phones. 

As official provider oftetephone systems 
and digital teJephones for toe 1992 Games, 
Ericsson is providing an MDIIOcfigital PBX 
with 10,500extensions over 50 sites. 150 of 
the extensions will be cordless, providing 
full mobility within the communications 
network. 


News in brief 

UK: Ericsson has achieved a strategically 
important breakthrough into toe UK market 
for public network transmission equipment, 
with an order worth up to £10 m from British 
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Telecom. Won against intense competition 
under EEC open tendering procedures, toe 
contract covers ptestochronous multiplex 
and fine equipment for BTs national 
telephone network. 

In a separate contract, the London 


Ericsson digital 
mobile telephony meets 
European deadline 


The next generation digital mobile telephone 
networks are now in operation in four 
European countries, thanks to Ericsson 
technology and systems knowhow. 

Ericsson networks conforming to toe 
GSM pan-European standard became 
operational as plannedon 1 July in Germany, 
Denmark, Finland and Sweden. 

AH the European countries are planning 
GSM digital networks. When they are in 
operation, subserbers will be able to move 
freely throughout Europe, making and 
receiving telephone calls wherever they 
are. 

The largest of the Ericsson GSM 
networks is the German D2 network 
operated by Mannesmann MobUfunk. It is a 
significant step forward for Germany: not 
only does it propel the country into toe new 
era of digital mobile telephony, but it is also 
the first German telephone network to be 
operated by a private company. 

The D2 network entered service just 18 
months after the licence was'awarded. The 
first phaseof toe network covers Germany’s 
main urban areasand larger cities. Including 
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Metropolitan Police is to trial Ericsson's 
Digital Access Communications System 
(DACS) trunked radio system for its day-to- 
day operations. 

lnter-PBX signalling: Ericsson is one of 
eight members of the IPNS (ISDN PBX 
Network and Specification) Forum taking 
part in a multi-vendor, fivedemonstralion of 
toe new inter-PBX signalling protocol at 
Telecom 91. The Q-SIG PBX networking 
protocol is set to become a new European 
standard for private ISDN. The Geneva 
demonstration highlights a number of ISDN 
networking features. 

Brazil: Banco Itau is to build a 10,000- 
extension integrated digital communication 
network based on the Ericsson MD110 
digital exchange. Existing MD110 systems 
are to be expanded, and new systems 
added 

Spain: Tlie Barcelona Stock Exchange is 
to install an Ericsson X.25 data network 
with 25 nodes serving internal workstations 
and external brokers’ terminals. 

Ericsson is also to supply an additional 
50 nodes and an NM400 network manage¬ 
ment system for the Erlpax data network. In 


service at toe Madrid Stock Exchange - the 
largest in Spain. It serves internal 
workstations and external brokers’ 
terminals. 

South-East Asia: Ericsson has landed 
orders and letters of intent worth SEK480 m 
to expand cellular mobile telephone 
networks in Singapore, Indonesia and 
Malaysia. 



To: T«T«rfonakttebcteget HI Ericsson, 

Corporate Relations, 

S-126 25 Stockholm, Sweden. 

Please sand ma further in fo r mat ion about Ericsson. 


Berlin. Frankfurt, Dtissetdorf and Hamburg. 
Mannesmann Moblffunk plans to provide 
80% coverage of the population of what 
was West Germany by toe end of 1992. 

Ericsson has been selected asasupplier 
of Infrastructure equipment by 10 of the 14 
European countries that have so far ordered 
GSM networks. 
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My organisation is a (ptease Bek one box only) 

□ network operator 

□ service provider 

□ end userfeubsafeer 

O member of the political community 

□ member ol the faanrial community 

□ Ericsson suppHer/businass partner 

□ telecoms consultant 

□ media publisher 

□ member of the a cademic community 
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High-speed link on slow-speed line 

Richard To mkin s finds grave doubts about when, if ever, the great project will begin 


B RITISH Rail was leaving 
others to emit the howls 
of protests an its behalf 
yesterday, but there was no 
disg uising the magnitude of its 
defeat over the planned 
high-speed link between Lon¬ 
don and the Channel tunneL 
Its immediate concern was 
that the route chosen by the 
government would produce 
only a fraction of the benefits 
offered by the corporation's 
preferred route. But more seri¬ 
ously, there are grave doubts 
about when, if ever, it will be 
built 

As thing s stand, the Channel 
tunnel is due to open in 1993 
with, a two-speed railway ser¬ 
vice between London and the 
nearest Continental capitals, 
Paris and Brussels. 

In France, the Channel tun¬ 
nel expresses will run on pur¬ 
pose-built tracks at speeds of 
up to 200mph. But cm the Brit¬ 
ish side, they will slow to a 
crawl as they ming le with com¬ 
muter trains on existing 
tracks. 

BR has been trying since 
1987 to win the government’s 
permission to build a new, fas¬ 
ter line to the Kent coast to 
speed up continental trains 
after the Channel opens. 

Two obstacles have stood 
constantly in its way: first, the 
objections of home-owners in 
this densely-populated part of 
south-east England, and sec¬ 
ond, the sheer cost of building 
Britain’s first new main-line 
railway for nearly a century. 

Both factors have proved 
powerful deterrents to deci¬ 
sion-making. The Treasury has 
never been convinced of the 
need for a high-speed line in 
the first place, and the govern¬ 
ment has been acutely sensi¬ 
tive at the vote-lasing potential 
of proclaiming a route. 

Thus, the government 
rejected the route first pro¬ 
posed by BR in 1989. When a 
joint public/private sector con¬ 
sortium came up with a 
scheme following much the 
same route last year, it 
rejected that too. Finally - or 
so it seemed - it asked BR to 
go away and study all the pos¬ 
sible options so that a decision 
could be taken this year. 

BR did so, and told the gov¬ 
ernment in June that the route 


London to tunnel track 



it had always preferred was the 
best one. That, perhaps, was 
unsurprising: yet its argument 
was a persuasive one. 

What BR did was to rein¬ 
force the financial case for the 
line by extracting the greatest 
possible domestic benefits. It 
drew up plans to use the line 
not just for high-speed interna¬ 
tional passengers, but for 
Kent commuters, 
the international side, 
the line would cut 30 minutes 
off travelling times to Paris 
and Brussels, with half the 
trains serving the London ter 
minai, already being built at 
Waterloo, and half serving a 
new terminal to be built at 
King’s Cross. 

On the domestic side, 
high-speed suburban trains 
would join the lino from Ash¬ 
ford and a new station called 
Mid-Kent Parkway. They 
would also come from Ton- 


bridge and Sevenoaks to join 
the line near Swanley. Most 
importantly, those suburban 
tr ains would give workers a 
much wider choice of destina¬ 
tions than King’s Cross or 
Waterloo, because a spur 
would take some trains up the 
Thameslink cross-London line 
fritn the heart of the ci ty. 

In transport terms, the gov¬ 
ernment’s chosen route is a 
poor substitute. Although it 
matches BR’s preferred option 
in saving 30 minntea on inter¬ 
national train timing s into 
Sing’s Cross, half the interna¬ 
tional trains will still go into 
Waterloo. To get there, they 
will have to branch off the 
high-speed line on tO existing 
lines at Medway, so the time 
saving w31 be only 13 znlnutes. 

The gains for commuters are 
fewer stilL The line will do 
nothing for the 15,000 commut¬ 
ers who had stood to benefit in 


Tonbridge and Sevenoaks. 
Commuters from Ashford and 
the Medway towns will be 
served by the line, but their 
r ho iiC** Of destinetinns will be 
limited to Stratford and King’s 
Cross, where relatively few of 
them wish to go. 

The government was argu¬ 
ing yesterday that broader 
issues were at stake than the 
transport one. What it left 
unexplained, however, was 
how a line less a ttractive than 
BR’s could be financed. 

When the public-private sec¬ 
tor consortium came up with a 
scheme similar to BR’s last 
year, it concluded that the only 
way of making it financially 

viable would be for the govern¬ 
ment to hand over nearly £2bn 
is grants «nd cheap loans. 

The government is now say¬ 
ing that it wants the Stratford 
route built with private 
finance. But the Stratford 


route; at £4Jbn, costs £500m 
more than the BR route and 
will capture £285m less in user 
hpTfpfifq because of the smaller 
number of passengers it will 
serve. 

It is bard to escape the con¬ 
clusion that the private sector, 
if it is ever invited to fond the 
line, will find the project as 
incapable of yielding an accept¬ 
able rate of return as it did last 
year. That would leave BR as 
the only body pushing the pro¬ 
posal forward: but with BR 
itself due to be broken up 
under the government’s priva¬ 
tisation plans, its ability to do 
so looks uncertain. 

Sir Bob Reid, BR’s chairman, 
was putting a brave face on the 
affair yesterday, but provided a 
fitting postscript with the 
words: *Tf s a shame we can't 
gat an integrated transport 
solution in place that makes 
sense for the 21st Century." 
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In 1872, when Swiss Bank Corporation was founded 
to secure capital for the domestic railway network, 
the financial market was steady and surveyable. 
Balancing corporate borrowing requirements with in¬ 
vestor expectations was a relatively simple task Since 
then, the financial landscape around the globe has 
changed dramatically. The era of derivatives and risk 
management services is adding yet another dimen¬ 
sion - and with it another realm of opportunities - to 
an exciting but complex market. To navigate safely in 
todays volatile markets investors and borrowers 
alike need competent advice and guidance more than 
ever. They can expect it from one bank which has 
demonstrated its commitment to the global financial 
markets for over a century: from Swiss Bank Corpo¬ 
ration. SBC's financial engineering skills and a deter¬ 
mination to excel in international banking have 
regularly been acknowledged with AAA ratings by 
all major agencies. Today, SBC has an undisputed 
leadership position on all major capital markets in 
the world. See what in-depth experience combined 
with product innovation can do for you. In short: dis¬ 
cover dynamic investment banking across borders. 
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Swiss Bonk Corporat i o n 

Schweizerisch^ 

Soctete de Banque Suisse 


The key Swiss bank 
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BRITAIN IN 
BRIEF 


Labour queries 
school tax 



ICL wins 

defence 

contract 


Britain’s Ministry of Defence 
(MoD) is going ahead with a 
controversial £250m office 
automation programme 
despite objections from senior 
staffwho believe the money 
could be better spent on new 
frigates or other weapons. 

The contract for the fixed 
price programme, known as 
the Corporate Headquarters 
Office Technology System or 
Chots, has been granted to a 
consortium led by ICL, the UK- 
based computer manufacturer 
in which FTyltsu of Japan has 
a majority stake. 

It Is the largest contract ICL 
has been awarded as prime 
contractor. Implementation 
will be phased over five years. 


Ford to cut 


1,000 jobs 


Ericsson wins 
PCN contract 


Ericsson, the Swedish telecom¬ 
munications equipment manu¬ 
facturer has won an order 
worth more than £100m to set 
up what is likely to be the first 
in a new generation of mobile 
telephone services in the UK. 

Ericsson will install the first 
phase of the infrastructure to 
establish a personal communi¬ 
cations network (PCN) for a 
joint-venture between Mercury 
Communications and Unite!, 
the mobile telecommunica¬ 
tions consortium. 

The Swedish group fought 
off intense competition to win 
the order to provide switches 
and radio base stations. Much 
of the equipment will be man¬ 
ufactured in its UK factories. 

Ericsson will supply all the 
switches for the joint-venture 
will order as its extends its 
network. This should account 
for about a fifth of the £800m 
cost of installing the entire 
network. Further orders for 
base stations will be put out to 
tender but Ericsson will be in 
a strong position to win them. 

The deal is a blow for Moto¬ 
rola the US telecommunica¬ 
tions group which is Erics¬ 
son’s leading international 
challenger in the market for 
mobile telephone equipment 


Management 


pay rises 8.9% 


Management pay rose by an 
average of nearly S per cent in 
the last year, but showed a 
sharply declining trend in 
recent months, according the 
Reward Group’s management 
salary survey. 

Basic pay rose by 8.9 per 
cent in the year to August, and 
total pay by 8.8 per cent but at 
the start of the period salaries 
were increasing by 9 to 10 per 
cent In the period from Janu¬ 
ary to March the range of set¬ 
tlements fell quite sharply and 
have been falling even more 
quickly recently. 

The latest analysis of settle¬ 
ments indicates that manage¬ 
ment deals made between 
April and July averaged 7.6 per 
cent and the same companies 
expected an increase over the 
next 12 months of only 5.9 per 
cent 


Optimism in 
engineering 


There has been a surge of opti¬ 
mism over prospects for the 
British engineering sector, 
according to a survey among 
420 senior managers and engi¬ 
neers. 

But the survey, conducted 
by The Engineer magazine, 
emphasises that although 
growing numbers of engineer¬ 
ing businesses believe the 
worst may just about be over, 
orders remain depressed and 
investment levels are static. 

Almost one-tbird of the 
managers and engineers ques¬ 
tioned, said they believed the 
recession had either ended or 
would be over by tee year-end. 



Ford is to shed at least 1,000 
more jobs at plants throughout 
the UK over the next three 
months, bringing the total lost 
by the company to nearly 2,000 
since the start of this year.The 
company has a UK work force 
of just under 30,000. 

The move comes against the 
background of a reduced mar¬ 
ket share for Ford within a 
severely depressed new car 
market, and sharply reduced 
output levels at its worst-hit 
plant. Halewood on Mersey¬ 
side. A Ford spokesman said 
yesterday that the latest job 
losses formed part of a rolling 
programme first indicated to 
its unions at the beginning of 
the year. 

Results, Page 21 


Poor outlook 


on house prices 


Britain’s biggest mortgage 
lender, the Halifax building 
society, has admitted a “dis¬ 
tinct possibility” that house 
prices will finish the year 
below 1990 levels. 

The prediction is supported 
by its latest monthly survey 
showing a 0.8 per cent drop in 
the cost of a home during Sep¬ 
tember. 


British Gas 
faces threat 


British Gas could eventually 
free competition in its lucra¬ 
tive domestic business if the 
government accepts a recom¬ 
mendation by the Office of Fair 
Trading (OFT) that the barrier 
for entry by competitors to the 
market be reduced. 

The large ofl companies that 
compete with British Gas are 
currently restricted to supply¬ 
ing customers which use more 
than 25.000 therms of gas a 
year - usually fairly large 
industrial users. 

But t he OFT is believed to 
suggest a progressive lowering 
of this limit to allow competi¬ 
tors to penetrate the market 
for medium-sized businesses 
and possibly even large domes¬ 
tic customers. 


Deficit at 


convention hall 


The new International Conven¬ 
tion Centre, Symphony Hall 
and National Indoor Arena, 
completed in Birmingham at a 
cost of £230m, will have a com¬ 
bined operating deficit in their 
first year of £11.7m, according 
to Mr Barry Cleverdon. gen¬ 
eral manager of the Interna¬ 
tional Convention Centre. 


Tour bookings 
increase 33% 


Lunn Poly, the UK’s largest 
travel agency chain, said book¬ 
ings for package holidays next 
summer were 33 per cent above 
the same stage last year, at 
about 200,000. Mr ten Smith, 
Lunn Poly managing director, 
said the strength of demand 
was a dear sign that the Brit¬ 
ish travel trade was coming 
out of the recession. 


Share support 
‘well known’ 


Mr Jack Straw, the Labour 
opposition's education spokes¬ 
man, has asked Mr Norman 
Lamont, the chancellor, to clar¬ 
ify rules on the payment of 
Value Added Tax (VAT) by 
schools, following a report in 
the Financial Times that Hert¬ 
fordshire Count? Council faces 
a bill for underpayment of 
VAT on income from school 
trading activities. 

He said: “Schools have not 
paid VAT in the past on inci¬ 
dental trading activities. 1 can 
see no reason why they should 
now." 

Customs and Excise said the 
implications of the Hertford¬ 
shire case were unlikely to be 


Mr Olivier Roux,; former 
Guinness finance dlrector/toW 
Southwark Crown Court it was 
well known In the Ctty ih lS86 
that both the Guinness _and 
Argyll, rival blddereintfce 
Distillers takeover battle-were 
managing their share:; prices 
and pushing them as ‘hqdt .es 
possible. 

That meant there hudheeh a 
degree of artificiality - about 
both bidders’ share price, he 
added. He agreed with Hr 
David Hood, representing Lord 
Spans, that share support 
operations had been !*a notori¬ 
ous fact” in bitter takeover 
battles at the time. . 

Lord Spens* the former, cor¬ 
porate finance director at the 
Henry Ansbaeher merchant 
bank, and Mr Roger Seefiftibe 
former corporate finance 
director at Morgan .Grenfell, 
are jointly charged with 
unlawfully conspiring to 
Induce Distillers shareholders 
to accept Guinness’s off®. 

Mr Seelig also feces another 
charge under the 1958 Preven¬ 
tion of Fraud (Investments) 
Act and two of false account¬ 
ing. Lord Spens faces one false 
accounting charge. Both plead 
not guilty. 


Straw: *110 reason to VAT” 


British Coal 


widespread, since the county’s 
schools were unusual in pass¬ 
ing revenue on to the council. 
For schools accounting sepa¬ 
rately, receipts from tuck 
shops and ticket sales would be 
unlikely to take them over the 
£35,000 barrier for paying 
Value Added Tax. 


denies pit plan 


British Coal denied the exis¬ 
tence of a government plan to 
close four out of five of its pits, 
with the loss of 40.000 jobs. 

The denial follows reports 
earlier this week of a docu¬ 
ment leaked from MM Roths¬ 
child, the merchant bank 
advising the government on 
the privatisation of British 
Coal, said to contain a list of 
only 14 pits found to be sale¬ 
able. 


N-closures may 
‘save millions’ 


Britain could save several • 
hundred million pounds by 
closing five nuclear power sta¬ 
tions, according to a Green¬ 
peace briefing document 

The paper adds to the heated 
debate over whether the five 
oldest Magnox style liuclear 
reactors of England and 
Wales, should contilue to 
operate. 

Nuclear Electric, the, state- 
owned company operating die 
nuclear stations of England 
and Wales, tint 

closing its five oldest Magnox 
type reactors would costiaore 
than keeping them open. j 

But the Greenpeace iaper, 
commissioned from an inde¬ 
pendent academic, estimates 4 
that while Nuclear Elestric *' 
would lose £670m in revalues 
from the Magnnv stations, the 
cost to the nation of repl 
the Magnox electricity 
only be £3S0m. 


Job cats at 


Law Society 


The Law Society, the solicitors’ 
governing body, is to make#) 
of its 600 staff redundant to 
meet a £3m shortfall in its bud¬ 
geted revenuejfbr 1992. 

Mr Walter Merricks, assis¬ 


tant si 
society saidi 
which amount 
and 9 per 
expenditure, 
society by 
first real 
the recession 
the profession. 


general of the 
the shortfall, 
to between 8 
of planned net 
id taken the 
and was the 
of the effect 
having on 


Experts 
cost of 


Art experts are 
assess thed 
warehouse bL. 
have destroyed 
antiques worth 
Experts from 
Sotheby’s, are 
west London art 
warehouse of j& 
and Sons, to find 
their clients' 
remain intact 
day’s fire. 


intinuing to 
caused by a 
feared to 

and 
to £60m- 
iuctioneers 
iting the 
antiques 
Bourlet 
which of 
sessions 
Mon- 
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AFTER 95 YEARS, WE FULLY APPRECIATE THE 
BENEFITS OF MASS PRODUCTION. 

Two hours drive east of San Francisco lies a srilL— generously repeated throughout an interior where even the automatically re-tunes to the strongest signal for your 

fruitful valley where the world’s finest walnut trees grow in unique rear fold-down picnic tables stand as a tribute to chosen station as the journey progresses. 


their thousands. 


generations of cabinet-makers’ art. 


Complementary to this abundant comfort and 


Of these, a few will be deemed of sufficient quality 


to grace the interior of a marque whose mello 


statement of distinction has earned an 


unbroken history of distinguished 


patronage. This exceptional selection. 



Leather too, is lavishly applied. Chosen only from matchless craftsmanship, comes advanced engineering 
the cool, parasite-free pastures of Scan- technology. 


dinavia. to produce the blemish-free 


All the power you are ever likely to need is gene- 


hides of optimum quality required rated by a near silent, 4 litre six cylinder engine, whose 
for the hand-stitched, tailored interiors, sporting heritage is perceived rather than flaunted. 


already past its fruit-bearing life, will now begin the long that in looks, feel and aroma set the bench-mark for quiet 


Progress is delivered through an electronically 


journey from misty grove to discreedy luxurious dashboard. 


extravagance. True to decades of Daimler tradition, the controlled, four-speed automatic gear box, equipped with 


After much painstaking inspection and assessment, cabin comes equipped with a wealth of creature comforts. a convenient choice of ’sport’ or normal’ driving modes 


the walnut arrives at our own atmospherically regulated 


A world of sumptuous luxury within a humidity- that effortlessly changes performance characteristics at the 


stores as cut burr veneers. Here awaits the ultimate test of controlled, air-conditioned environment, where seats of touch of a switch. 


quality, the master craftsman’s eye. Woodgrains are then armchair proportions, (heated in the front), individual 


Of course, anti-lock braking with yaw control 


scrupulously matched for pattern in the numbered sets that 
will give each car its own unique interior 'signature’. 

Experienced hands mount these on a base of birch¬ 


reading lamps, rear blinds and electrically powered windows comes as standard. A new low-loss catalytic exhaust system 


and sun roof impart an additional exclusivity. 


helps protea the environment with little prejudice to 


To this, we add the limitless pleasure of a custom- economy and performance. 


wood, and apply the characteristic highlights of hand-cut designed audio system that includes a cassette player, an 


For 1991, Daimler continues to combine the virtues 


matchwood inlays. Then begins a three week ritual of sand- optional Compact Disc player, as well as an advanced of human endeavour with micro-processor technology, 

ing and polishing where pure elbow grease is still preferred radio, which displays TPUJj^ TTV11 - A respeafor tradition with enthusiasm 


to bleach and stains. 


Once in place, it presents the passenger with a 


perfect mirror image of the lustrous expanse of walnut 
surrounding the driver. An opulent theme 


station names rather than confusing frequencies, and for the future, creating a marque with true charisma, whose 

elegantly fluted grille has for almost a century 


symbolised a relentless pursuit 


of the finer things in life. 
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UK NEWS 


Tories put tax 
cuts at centre 
of election bid 

By Philip Stephens, Political Editor 


Thatcher’s emotional curtain-call has the audience crying for more 


MR NORMAN Lamont 
yesterday put a pledge to cut 
taxes on income, savings and 
inheritance at the centre of the 
forthcoming general election 
battle as he offered a confident 
prediction of sustained eco¬ 
nomic recovery. 

Speaking at the Conservative 
Party conference In Blackpool, 
Mr Lamont reaffirmed the gov¬ 
ernment's determination to cut 
the hagfe rate of income tax 
from 25p to 20p. 

He qualified the promise 
with a recognition that the the 
full reduction might take more 
than one parliament, but gave 
a cteer signal that it would be 
accompanied by further tax 
incentives for savings and a 
reduction in Inheritance tax. 

In a fierce attack on Labour 
plans to increase spending and 
taxati on, he said the apposition 
would need to put lQp on the 
basic rate of Income tax to 
meet its pledges. 

Emphasising that the Con¬ 
servatives intend to fight the 
election on the central issue of 
economic competence he 
added: “After a spending binge, 
Britain would be dragged deep 
into debt Inflation would 
rocket And we would end up 
with panic spending cuts". 

In one of the most important 


conference speeches of the 
week, Mr Lamont insisted that 
the economy was now coming 
out of recession: "What we are 
seeing is the return of that 
vital ingredient - confidence. 
The green shoots of economic 
spring are appearing once 
again." 

The comments underlined 
the chancellor's confidence 
that the Treasury’s forecasts of 
a return to 2 per cent growth 
in the first half of next year 
would be easily met 

He foreshadowed also 

annthm- shar p fall in the infla¬ 
tion rate when the Retail Price 
Index for October is published 
tomorrow. With the figures 
expected to show the annual 
rate of price rises slowing from 
4.7 to about 4 per cent, Mr 
Lamont said the Conservatives 
would make Britain a country 
of “permanently low inflation*. 

His optimism on growth, 
however, was not shared 
entirely by the International 
Monetary Fund which warned 
yesterday that Britain’s return 
to economic growth next year 
will be accompanied by a sig¬ 
nificant rise in unemployment 
an ri a con tinued fall in fixed 
investment by bumnesses. 
Editorial Comment, Page 18 


WHILE it must have been one of tbe 
most carefully managed moments in 
modern British political history, 
there was always the lurking danger 
that sheer emotion would send it fly¬ 
ing beyond the party managers' con¬ 
trol, writes Ivo Dawnay. 

As ordinary Tory party members 
stretched and chatted between 
debates the tension was already pal¬ 
pable in the eyes'of alerted security 
men. Then suddenly a flash of bright 
blue suit and a deep throated roar 
announced that Mrs Thatcher had 


Philii 


arrived. The undefeated victor of 
three elections, the longest serving 
prime minister this century, the 
international myth and, above all 
else, the populist heroine of the 
party's grassroots was back among 
her people. 

Her reception was more th an a wet- 
come home. It was a outpouring of 
passion. For many of the matricides 
- the MPs around the Empire Ball¬ 
room and the ministers on the plat¬ 
form - it was a Ugh decibel public 
reproach for her downfall 


As a b e a m ing J ohn Major led Us 
former leader to her p lace, the repre¬ 
sentatives in the body of the hall bel¬ 
lowed their appreciation with a fer¬ 
vour that betrayed a deep-felt grief. 
Despite the stage-managed entrance, 
Hwaig wed not to upstage her predeces¬ 
sor, there was an instant sensation 
that one of the world’s most disci¬ 
plined, some might say deferential, 
political audiences was off the leash. 
It ignored a plea to sit down. Rhyth¬ 
mic handclapping began, cries of 
“Speech, Speech” were taken up and 


multiplied around the hall . To a 
clearly prearranged signal Mrs 
Thatcher sat down and the those on 
the platform followed suit 
But the conference was not having 
it Like a patient schoolmaster in 
front of a classroom ru n a mok. Sir 
Joseph Barnard, the chairman, tried 
again. “You may have noticed we are 
very pleased to see yon," he said. “I 
now call on Michael How..—" His 
words were lost as a defiant 

wiping - 

It was up to John Major to break 


the impasse between platform and 
floor. Taking Mrs Thatcher once 
more by the hand, he presented her 
panHi to the to more juldlatbm. 
Minutes later, raising his voice me 
more time above the hubbub, sir 
Joseph announced: “I have received a 
message from Mrs That cher and she 
qgfrQ m to continue our programme.* 
By proxy, maybe, but the silent 
leader had spoken. The party leaders, 
the image makers, and conference 
organisers could at last breathe 
again. 


;ns, political editor, tests the water at the Tories’ Blackpool conference on economic and monetary union 


Spirit of compromise blows towards Maastricht 


Sterling fails to rally 
despite bank support 

By Peter Marsh and Jim MeCallum 


NERVOUSNESS about the 
state of the UK economy and 
the fortunes of the Conserva¬ 
tive party continued to depress 
the pound yesterday, in spite 
of action by the Bank of 
England to support the cur¬ 
rency. 

Dealers on foreign exchange 
markets reported lack of sus¬ 
tained buying interest in the 
pound, which has been weak 
due to undear evidence about 
a rebound in the economy and 
reports of divisions in tbe Tory 
party on Europe. 

In a jittery market, s terling 
was lifted fractionally by a con¬ 
fident speech by Mr Norman 


Lamont at the Conservative 
conference, and also by the 
Bank’s operations on Tuesday 
night to buy sterling at around 
DM2L90. 

Last night the pound fin¬ 
ished in London slightly above 
this level, at DM2.9025, but 
down half a pfennig on Tues¬ 
day’s close. At last night’s 
level, sterling is about 5 pfen¬ 
nigs below its DM2J5 central 
rate in the European exchange 
rate mechanism, and roughly 4 
pfennigs above its effective 
floor. 

US credit crunch. Page 6 
Lex, Page 20 
Currencies, Page 38 


THE government is searching 
for compromise - not with 
Mrs Margaret Thatcher but 
with its European partners. 
Despite bis predecessor’s objec¬ 
tions Mr John Major is con¬ 
vinced he can sign a deal on 
Maastricht on Economic and 
Monetary Union. 

There are still problems to 
be sorted out, notably whether 
the clause allowing Britain to 
defer a final decision should be 
a specific or general deroga¬ 
tion. But as Mr Norman Lam¬ 
ont emphasised yesterday the 
drafts now on the table will 
allow Mr Major to insist that a 
single currency will not be 
imposed. 

The view among senior min¬ 
isters is that if Mr s Thatcher 
opposes the compromise, so be 
it It will win the overwhelm¬ 
ing support of the Conserva¬ 
tive Party at Westminster, if 
not here at tbe party’s Black¬ 
pool conference. Mrs Thatcher 
will have to decide whether 
she wants to risk a Labour 
election victory - and with It 
her political legacy - for a 
campaign which will be backed 
by at most 20 MPs on the Con¬ 
servative benches. 

It is political union which is 
exercising the minds of senior 
ministers. The withdrawal by 
the Dutch presidency of its 
“federalist” blueprint has sig¬ 
nalled the beginning of an 
intensive exercise to see where 
a deal can be struck. 

It began last week with a 
lengthy meeting of all those 
members of the Cabinet with 
responsibilities affected by the 
Maastricht summit Only two - 
Mr Michael Howard and Mr 
Feta- Lilley - dissented from 
the view that it was thru* to 
explore in detail those areas 
where the government might 
compromise. 

It did not need much reading 
between the lines of Mr Doug¬ 
las Hurd’s speech to the confer- 



John Major leads the applause for his predessor Margaret Thatcher, who yesterday made a carefully stage-managed appearance at the party conference. 


ence to discern that the For¬ 
eign Secretary sees compelling 
reasons to avoid a breakdown 
at Maastricht 

In a brief but central obser¬ 
vation he remarked that the 
US no longer has the "appetite 
or the ambition to police the 
world". Yugoslavia proved the 
point Washington expected 
regional organisations - in this 
case the European Community 
- to settle regional disputes. 

Mr Hurd is not prepared to 
see the replacement of the 
NATO defence framework with 
the European alternative by 
the French. His recent talks in 
US have convinced him, how¬ 
ever, that the American 


umbrella must complement not 
substitute for much closer 
European co-operation. The 
focus of political concerns in 
Washington is switching to 
domestic issues. 

Britain had the right to 
chose a separate policy 
towards the Soviet Union, the 
Baltic States and towards 
Yugoslavia, Mr Hurd declared. 
But in reality that would be 
show and gesture. To be effec¬ 
tive it had to act as one of 12. 

None of this means that the 
foreign secretary can or will 
accept proposals for majority 
voting on foreign policy or 
defence Issues. He is as con¬ 
vinced as ever that even if he 


could sell it to the Tory party 
it would simply not work. 
What he wants instead is a 
common foreign policy by con¬ 
sent 

The other central area of dis¬ 
pute in the intergovernmental 
conference on political onion 
- the authority of the Commu¬ 
nity’s institutions - is a mine¬ 
field. Mr Major will not feel 
comfortable recommending to 
Tory MPs that the Commis¬ 
sion's competence be further 
extended into areas such as 
health and education. 

Majority voting on the social 
charter is simply anathema. 
TTarxiing authority to Brussels 
to unravel Mrs Thatcher's leg¬ 


acy of trades union reform 
would be tantamount to offer¬ 
ing the task to Labour. Minis¬ 
ters believe that the whole pro¬ 
cess of negotiations could yet 
founder on this single issue. 

Bui the stage has been set 
for modest compromises in 
other areas. Mr Hurd last week 
explained to his colleagues 
that the shorthand description 
- co-decision. - of plans to 
extend the potters of the Euro¬ 
pean Parliament Is less threat¬ 
ening than jt sounds. 

None of the texts so far pres¬ 
ented suggests that the parlia¬ 
ment be given the power to 
implement or amend legisla¬ 
tion. Instead the discussion is 


concentrating the extent to 
which the parliament should 
hold a veto. 

Mr Hurd thinks there is 
room for negotiation. Nor is 
opposition to majority voting 
completely sacrosanct Minis¬ 
ters, it seems, would be reedy 
to see its extension to enviro n- 
mental issues. 

This falls far short of the 
ambitions of Chancellor Hel¬ 
mut Kohl - the pivotal figure at 
Maastricht - and yet will cause 
irritation on the Tory right 

For the moment however, 
Mr Hurd is unwilling to accept 
that Teaching agreement will 
be impossible rather than am¬ 
ply difficult 
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INTRODUCI 
THE SECOND SWEDISH 
ATTRACTION. 



On May 17,1991 Sweden gained a new attraction; 
The krona was linked to the ECU. 




Oh man 

BOND DESK+46-86797071. 


Ohman was founded in 1911. This makes us one of the oldest investment banking groups in Sweden. Telex 19405, telefax +46-86797150. 
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MANAGEMENT: Marketing and Advertising 


Kitsch for starters in 
the farmhouse kitchen 

Emma Tucker explains how Forte restaurants have bucked recession 


O ne oT the assumptions made 
In a recession is that res¬ 
taurants do badly as discre¬ 
tionary spending on eating 
out dries up. 

So they undoubtedly do, especially 
at the top end of the market But 
those more downmarket chains which 
are perceived to offer good value for 
money have been well placed to ride 
out the worst of the downturn. 

The Harvester chain, for instance, 
part of the Forte leisure group, claims 
that covers served have increased by 
3 per cent since January compared 
with last year. 

A "farmhouse atmosphere” com¬ 
plete with mechanical Worzel Gum- 
midges, pots and pans on the ceiling, 
and a salad “cart”, may not be to 
everyone’s taste, but at an average 
price of £10 a head. Harvester restau¬ 
rants have remained popular. 

The combination of what the PR 
people call the “reassurance of a qual¬ 
itative experience" with mid-range 
prices has, according to Forte, 
attracted those trading down who are 
not prepared to take the risk of visit¬ 
ing an unknown restaurant and also 
those at the lower end of the market 
trading up by eating out less often. 
Forte also claims that Harvester's 


wholesome yet modern image has 
brought the chain into line wife cur¬ 
rent eating habits compared with the 
red-meat associations of traditional 
steak-houses. The established steak- 
house sector dates back to 1959 when 
Bern! Inn was launched. Today it is 
dominated by brands such as Beef¬ 
eater, Toby Grill, and Porterhouse. 

Despite the recession, the long-term 
trend towards discretionary eating 
out augers well for such middle mar¬ 
ket restaurants. Bating out was one of 
the fastest growing leisure pursuits of 
the 1980s. The Henley Centre has fore¬ 
cast that the value of the market in 
the UK will, at current prices, reach 
£249bn by 1996 compared with £14bn 
in 1989. 

Tony Monnickendam, managing 
director of Forte Restaurants, is con¬ 
vinced there is strong potential for 
growth. 

“I think McDonald's has done a 
great job in this market by introduc¬ 
ing a whole range of consumers to the 
habit of eating out and using restau¬ 
rants at a young age. As their tastes 
mature, they move up through the 
market,” he says. 

The Harvester chain, Launched in 
1985, was a late entrant to the market 
It has 79 outlets across London and 


the South East Wales, the West and 
the Midlands. This represents 10 per 
cent of steak-house restaurants but it 
dating a 20 per cent market share. 

The company’s aim from the begin¬ 
ning was to present a specific image 
through the creation of a brand. “We 
cam e at it from the point of view of 
let’s create a brand for the retail mar- 
kef,” says Darrell Stocks, managing 
director of the Harvester chain. 

The marketing team name up with 

the Idea of a reassuring, rural, “whim¬ 
sical” atmosphere; cosy interiors, 
hoes and watering cans; waitresses in 
green dungarees and menu items 
such as “pitchfork” (lamb kebabX The 
restaurants were attached to neigh¬ 
bourhood pubs converted to the farm¬ 
house theme. “The name Harvester 
linked it all together," says Stocks. 

Another aim was to encourage peo¬ 
ple into the restaurants during the 
least busy times of the week. “We had 
all this space at lunchtime and we 
wanted to fill it so we looked at who 
was around during the day," says 

Mrnmfekpndam- 

An “early-bird" scheme was 
immrhd which offered discounts for 
people who arrived between 5.30pm 
and 6.30pm; over 55-year-olds could 
apply for a “privileged guest" card. 



The marketing team came up with the Idea of a reassuring, rural, 
“whimsical” a tmo sp here for Harvester restaurants 


which entitled thpm to one-third off 
the price of their meat 

This, says Monnickendam, has been 
much copied. The Whitbread-owned 
Beefeater chain now offers an “emer¬ 
ald card” to over 55-year-olds. 

Whitbread has been expanding its 
national infl uence with the purchase 
last year of the Berai Inn brand name 
and 150 outlets from Grand Metropoli¬ 
tan and now commands 32 per cent of 
steak-house outlets. 


Like Harvester, Beefeater has 
focused on marketing as a means erf 
increasing its share of a depressed 
market at the expense erf its competi¬ 
tors. 

As part of this effort, it las changed 
the name of 45 of its outlets to Beef¬ 
eater Restaurant Pub, rather than 
Beefeater steak-house. 

“Our existing customers under¬ 
stand that a Beefeater is much more 
than steak,” says Tye. 


L loyd’s - the tradition- 
bound London insurance 
market - is launching 
what is, for it, a revolutionary 
marketing drive. The move is 
aimed at reversing its declin¬ 
ing share erf specialised com¬ 
mercial insurance in which it 
specialises. 

“The aim quite simply is to 
cut through the mystique sur¬ 
rounding the Lloyd’s name,” 
says Richard Hardwick of Citi- 
gate, the City public relations 
and marketing organisation 
advising Lloyd's on the cam¬ 
paign. Yet despite enjoying the 
advantage of what Hardwick 
describes as “the insurance 
industry's best known brand 
name", s elling Lloyd’s may be 
no easy task. 

The campaign, which was 
announced last week, is being 
spearheaded by Andrew 
Duguid, the head of market 
services at the Corporation of 
Lloyd's, the body which pro¬ 
vides back-up to a market con¬ 
sisting of more than 300 under¬ 
writing syndicates - groups of 
individuals whose capital 
backs the market — and more 
than 100 agencies which man- 


A radical policy from Lloyd s 

Richard Lapper explains how the London insurance market is setting out to sell itself 


age the syndicates and appoint 
underwriters. 

At first glance, Duguid 
seems an unlikely marketeer, 
having joined Lloyd’s fr o m the 
Civil Service to take over direc¬ 
tion of the Corporation’s inter¬ 
nal regulation division in 1966. 
But his background is in adver¬ 
tising; he used to work for S H 
Benson, an agency subse¬ 
quently taken ova- by Ogilvy & 
Mather. The current drive 
seems modest - Duguid has a 
team Of around five, an annual 
budget of £2-5m and help from 
Citigate. 

Traditionally Lloyd's under¬ 
writers and the agencies that 
manage them have waited for 
business to he brought to them 
by brokers. Independent mar¬ 
keting initiatives by agency 
groups have been few and far- 
between. Reg Brown of Oct- 
avian. an agency group that 


has recently set up offices in 
Leeds and New Jersey in a bid 
to win more business, says: “It 
is dawning on Lloyd’s that 
you’ve got to get closer to the 
market." 

At times, the authorities at 
Lloyd's have seemed almost to 
discourage sales initiatives. 
Rules governing the registra¬ 
tion procedures for Lloyd’s bro¬ 
kers - the only brokers 
allowed to bring business 
directly to Lloyd’s - appear 
limiting. Until last summer 
even the use of the market’s 
crest and coat of arms by 
Lloyd’s agencies and brokers 
was hedged with restrictions. 

Yet Lloyd’s needs to sell 
itself more aggressively 
because it is losing its share of 
the international market for 
specialised commercial insur¬ 
ances w hich it once dominated. 

Once a unique market for 


the insurance of unusual risks, 
Lloyd’s now has dozens of com¬ 
petitors among leading interna¬ 
tional companies. Some of the 
most businesslike agency 
groups have recently devel¬ 
oped their own marketing ini¬ 
tiatives to win business. 

As well as Octavian, com¬ 
panies like Sturge Holdings 
and A J Archer have set up 
their own service or marketing 
companies. Sturge established 
an office in Paris last year 
while Archer has a Copen¬ 
hagen operation. Dugnid's 
campaign aims tO give central- 
ised ba nking to this type of ini¬ 
tiative and encourage other 
age nci e s to similar steps. 

Although Lloyd's eventually 
aims to prpsnri the campaign 
into Europe and the US, the 
campaign will for the moment 
be focused on the UK market 
where Lloyd’s believes that Its 


liability insurance noUcfes — 
covering professionals such as 
architects, accountants and 
company directors and officers 

a gainst legal liahHi^ pg — are 

potentially attractive to small 

ami medium-sized hncinnaaig 

Lloyd’s already has around 
17 per cent of the liability 
insurance market, for example. 
It will also attempt to increase 
its market share of motor fleet 
business - Lloyd’s under¬ 
writers already underwrite 
about 13.5 per cent of the UK 
market for ordinary motor 
insurance - and of specialised 
life insurance policies like key- 
man insu rance which insures a 
company against the loss of, 
for example, a key manager. 

Marketing brochures have 
been sent to retail brokers 
throughout the country in the 
hope that they will channel 
more business to Lloyd's if 


they are made more aware of 
the type of policies the market 

ran provide. Tatar this m«nth 

a £300,000 advertising cam¬ 
paign, em phasising the flexibil¬ 
ity of Lloyd’s insurance poli¬ 
cies, will begin with 
advertisements in national 
newspapers and the trade 
press. 

Hardwick says: “Most UK 
businessmen have heard of 
Iioyd’8 but that does sot nec¬ 
essarily mean that they believe 
Lloyd’s is relevant to them.” 

Outside London, there 
appears to be little knowledge 
about the way in which Lloyd's 
has developed specialised com¬ 
mercial insurances. Duguid is 
organising a series of s eminar s 
with local brokers, be ginning 
with sessions in Bi rmingham 
and Bristol this month. 

The difficulties faced in 
launching the initiative seem 
substantial, not least because 
of continuing suspicion within 
the highly fragmented market 
of any initiative taken by the 
corporation. “Quite frankly 
there is a number of people 
who don’t believe that this is 
going to work," says Hardwick. 


Preppy products 
through the post 

John Thornhill on US mail order in the UK 


P reppy expatriate 
Americans can now 
relax: Lands’ End, the 
upmarket US mail-order com¬ 
pany, hn« arrived in the UK. 

Fultpage advertisments for 
the company’s range of Hyde 
Park Oxford button-down 
shirts. Square Rigger attache 
cases, and Squall jackets are 
already appearing in the Brit¬ 
ish press. “We’re Lands’ End, 
direct merchants from Amer¬ 
ica. May we introduce our¬ 
selves to you properly?” the 
quirky advertisements run. 

Ike language is deliberately 
Americanised (or should it be 
Americanized?). The product 
range is narrow. The emphasis 
Is on quality and service. The 
advertising style is homely. 

Depending on your point of 
view and mood, you are either 
likely to warm to the approach 
or want to grab the copywriter 
by the throat. Here, for exam¬ 
ple, is how the company 
describes its origins: 

“By some process of divina¬ 
tion known only to Wm, our 
founder located Lands’ End 
headquarters In a small com¬ 
munity in Southern Wiscon¬ 
sin, USA, on the outskirts of a 
village called Dodgeville. 

“Surrounded by rich agricul¬ 
tural land - dairy country as 
well - the earnest farmers 
and industrious citizens of 
Dodgeville live lives that 
respect the eternal verities - 
honesty, industry, integrity 
and loyalty - blended with a 
large hoping of humility *nd 
a seasoning of wry good 
humour.” 

Whatever else it may be, the 
approach is certainly a tor cry 
from the somewhat fusty 
image of traditional mail-order 
catalogues offering a range of 
shapeless corsets to elderly 
grannies. 

But behind the media gloss 
lies a careful 18-month study 
of the European market. 
Lands’ End was already receiv¬ 
ing many orders from the UK. 
“But the problem was that you 
had to pay for the telephone 
pan, toe distribution costs ™i 
duty. We have made it much 
more user-friendly,” says Jus¬ 
tin Metaalf, manag ing director 

of Steriing Marketing, which 
handled the introduction of 
Lands' End to the UK. 

The company has set up a 
distribution centre in Camber- 
ley, Surrey. Orders are 


accepted over a freephone tele 
phone line and despatched t 
the customer to arrive wrthii 
10 days. Returns are accepts 
“for any reason, at any time" 

Although it is only initially 
offering 17 products, Land* 
End promises an extensivi 
range of sizes and colours. Foi 
example, a button-down shin 
may come in 15 to 20 colours 
and 30 different sizes. 

Many of the company's prod- 
nets have a nautical feel - a 
leftover from the group's ori¬ 
gins as a yacht store. Founded 
In 1963, Lands’ End expanded 
rapidly into direct merchan¬ 
dising and increased its sales, 
from $l&5m (£9.4m) in 1980 to 
2804m last year. 

The £4bn UK mail-order 
market is still dominated by 
four big players: Great Univer¬ 
sal Stores, Uttlewoods, Free¬ 
mans and Grattan. All these 
companies, however, are mov¬ 
ing away from their tradi¬ 
tional reliance on agents sell¬ 
ing goods for commission 
towards more cost-effective 
direct mail techniques. 

However, toe sector is in the 
midst of great upheaval. Ear¬ 
lier this year, the ailing Next 
sold Grattan to Otto Versand, 
the giant German mail-order 
retailer, and Littiewoods* mail¬ 
order arm has also bem put 
up fur sale. The hot rumours 
suggest it may be bought by 
Quelle, another leading Ger¬ 
man retailer. 

Other overseas mail-order 
groups have moved into the 
UK market including L L 
Bean, the kmg-estabilshed US 
mall order group and great 
rival of Lands’End in its home 
market 

But Lands’ Sod believes it 
can avoid direct competition 
with the “hlg hoys” and can 
also expand the UK market in 
the process. “We are posi¬ 
tioned far away from the tradir 
tional maQ -order businesses. 
We are a niche marketing 
company giving a more 
dftfiwpd offering and service. 
We are going for a slightly 
more sophisticated market and 
hope to attract some new peo¬ 
ple to mail order,” says Met¬ 
calf. 

in time, Lands’ End would 
like to expand in mainland 

Europe although Metcalf 
believes “the concept of pan- 
European mail order is still a 
number of years away”. 



If other airlines are to be believed, 
this is Florence. 

Book a flight to Florence with any major international airline and you’ll soon be winging 
your way to Pisa. An experience somewhat similar to taking a flight to London and finding 
yourself landed in Brighton. Of course Pisa has its sights, just as Brighton does, but like 
Brighton it’s around 50 miles from where you thought you were going. Fortunately, Direct daily flight* 

leaving London at 
10am and Florence 

Meridiana can offer you a less circuitous route. Book one of their flights to Florence and that's at s. 05 am. 


exaedy where you’ll end up. Meridiana s whisper quiet 
BAel46 aircraft leave London's Gatwick for Florence’s Amerigo 
Vespucci Airport every morning at 10.00am. And leave Florence for London at 8.05am. 
Attractive as it is, the destination isn’t Meridiana’s only appeal. Their brand new fleet has 
been equipped to the highest standards. Tourist is akin to Business Class.While passengers in 
Electa Club enjoy facilities that rival many a First Class cabin. The generously spaced seats 
have unique winged headrests and the international menus have been created by some of 
Italy’s finest chefs. To find out more about flying Meridiana direct to Florence, telephone 
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071-859 2222. It's a service that towers above the competition. Meridiana 

Your Private Airline 
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New pressures on overseas 
trade Page 3; science parks 
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Thursday October 10 1991 


Taiwan is coming to 
a crossroads in its 
ties with China. After 
the decades-old 
vendetta with the 

Communists, Taiwan, bastion of the 
pid Nationalists, is torn between 
jrapprochement with China and an 
jurge to make its own way in the 
{world, writes Peter Wickenden 
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The last lap 
to reality 


| TAIWAN IS an economic 
Biaci Gefrir 1 v a> | powerhouse, an important 
millii, acdittrf 1 «£? f source of foreign investment in 
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are increasingly unsure of just 
where their island belongs in 
tbeaworUL 

Otfce« 0 Vtrc o '"I They are questioning the rel- 
groeps fcavl'* evance of their government's 

“ e attachment to the hope of 

again becoming the rulers of 
China, from which the Kuo- 
mintang (KMT) Nationalist 
armies were driven by the 
Communists in 1949. TnatataH 
younger Taiwanese, who tend 
to see the veteran KMT rulers 
as outsiders from the •main¬ 
land, WOUld Ifltfi their Inland to 
redefine itself as a separate, 

___ Independent sovereign state 

•<rter with its own Taiwanese iden- 
’"-ht ■ tily. 

- What really clouds the issue 
is that this could cause outrage 
in China which regards 
Taiwan as a lost province. 
Although Beriing has recently 
lost some of its international 
prestige, its influence in 
Taiwan is steadily increasing. 

This has coincided in the 
past year with a breakthrough 
m relations between China and 
Taiwan after the rivalry and 
bitter • estrangement which 
have separated them over the 
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42 years. Glossing over its 
role as the lawful off¬ 
shore government of all China 
together with Outer Mongolia, 
the administration In Taipei, 
the Taiwanese capital, has 
finally recognised Beijing as a 
political entity and haw astrad 
the Communists to return the 
compliment. 

And in spite of its longstand¬ 
ing policy of “no official con¬ 
tact, compromise or negotia¬ 
tion with the Co mmunis ts". 

Taipei has already breached 
this triple taboo in the coarse 
of solving a number of bilateral 
disputes with the mainland 

Taipei has also formally 
renounced the use of force 
against the Communists, a ges¬ 
ture which has not, however, 
been matched by Beijing. 

Mr Han Pettsun, file conser¬ 
vative and staunchly anti-com¬ 
munist premier - who was 
born on the Chinese mainland 
- portrays such moves as the 
fruits of internal democratisa- 
tion rather than a simple 
admission of reality. Bis for¬ 
eign minister, lb Fredrick 
Chien, even insists that there 
has been no real improvement 
in relations with China or any 
redaction of tension across the 
Taiwan Strait, over which the 
two sides have for so long 


Young Handkerchief Dancers of Taiwan: a generation with Its own Identity 


glared menacingly at each 
other. 

Indeed Taiwan says China 
will have to carry out a list of 
radical chang es before Taiwan 
can even consider discussing 
reunification with it 

These terms are set out in a 
grandiose document known as 
the “National Unification 
Guideline 1 '. 

In it, Taiwan demands room 
to breathe internationally, 
democracy in China, a binding 
renunciation of the use of force 
and other for-reaching mea¬ 
sures. 

At best the Guideline has 
served to keep Beijing satisfied 
that Taiwan is not about to 
declare independence (which 
would invite a Communist 
invasion), or to suspend the 
proliferation of semi-official 
links. It also permits Taiwan to 
display some bargaining chips 
while it does some more hard 

thinlring- 

Had they seen the Unifica¬ 
tion Guideline in these terms, 
radicals in the opposition 
Taiwan's Democratic Progres¬ 
sive Party might not have 
reacted so fiercely by drawing 
up their own explosive “Draft 


Constitution for the Republic 
of Taiwan". In their campaign 
for the National Assembly elec¬ 
tions to be held at the end of 
this year they champion inde¬ 
pendence for Taiwan and the 
abolition of the laws which 
classify such a call as sedition. 

There is some public sympa¬ 
thy for revising or scrapping 
the sedition laws, which effec¬ 
tively limit freedom of speech 
and are regarded by the opposi¬ 
tion as a breach of human 
rights. 

Indeed, In a rare show of effi¬ 
ciency and cross-party unity, 
the legislature quickly 
scrapped the death penalty for 
sedition when a student was 
arrested for promoting inde¬ 
pendence earlier thin year. 

However, the DPP's decision 
to campaign on the Taiwanese 
independence ticket is a non¬ 
starter. It presumably believes 
the majority of the general 
public would immediately back 
independence if the sedition 
laws were repealed. 

But the DPP has overlooked 
the widespread fear that China 
might carry out its threat to 
over-run Taiwan if indepen¬ 
dence were declared. The KMT 


also plays on this fear, suggest¬ 
ing perhaps that it does not 
actually want Beijing to 
renounce the use of force. 

The DPP’s move toward 
Independence was also inextri¬ 
cably linked with its campaign 
for wider democracy In 
Taiwan. But here it has been 
outflanked by the KMT’s pro¬ 
gramme of reforms. Thanks 
largely to the DPP’s campaign, 
the KMT has travelled further 
down the road of reform than 
anyone expected. 

DPP moderates, including 
some who support unification 
with China, criticise their 
party for its continued use of 
violence and abuse in parlia¬ 
ment and question whether it 
is serious about taking over as 
Taiwan’s of ruling party. The 
party’s political rallies this 
year have mostly been poorly 
attended. 

In the absence of a credible 
centre party, the KMT Is able 
to represent a wide range of 
public opinion. The Old Guard 
of the civil war generation is 
about to disappear from the 
National Assembly and a new 
assembly wfll be elected. 

Next year, there will be a 



new parliament filled for the 
first time with members bom 
not on the mainland but in 
Taiwan itself! 

To maintain the fiction that 
the government’s writ covers 
the whole of China, some of 
the Taiwan-born members in 
both these bodies will still 
nominally “represent" unspeci¬ 
fied parts of the huge main¬ 
land. But with the demise of 
the last of the veterans who 
established their power here 40 
years ago, the last real link 
with those days will be broken. 

The process of installing a 
truly local gov e rnment, leading 
to Taiwan's first real presiden¬ 


tial election in 1996, will thus 
ftrrtber hi g hli g ht the Island's 
separate political identity and 
further consolidate the KMT as 
a legitimate ruling party. 

On the economic front, how¬ 
ever, the government is 
increasingly concerned at the 
degree to which Taiwan's pros¬ 
perity is linked to the main¬ 
land. Most estimates put Tai¬ 
wanese industrial investment 
in Communist China at S2bn to 
$3bn. Together with industry 
from Hong Kong and Japan, 
this is creating a Chinese 
export boom that in turn 
draws more of Taiwan’s 
machiner y sales to China. 


Conversely, the Board of 
Foreign Trade recently noted 
with alarm that of the top 20 
items Imported indirectly from 
China by private Taiwanese 
companies, no fewer than 15 
were officially banned as 
articles that compete with Tai¬ 
wanese products. 

As indirect bilateral trade 
widens by 40 per cent a year, 
the government can do little 
more than advise entrepre¬ 
neurs not to depend too 
heavily on China either for 
export safes or the raw materi¬ 
als they need. 

The government's fear of 
economic blockade or black¬ 
mail by C hina is very real. 
Industrialists say the island's 
continued competitiveness 
depends upon rapid opening ip 

of direct trade across the strait 

That it will certainly be 
allowed within a few years 
because of the pressure from 
domestic industry, and the 
scale of the strategic invest¬ 
ments there by foreigners. 

In the medium term the 
KMT is keen to keep public 
opinion focused primarily on 
the home front. Its instrument 
for achieving this is the much- 
touted Six Year National 
Development Flan. A political 

gamble and a financial burden, 

it may disappoint foreign com¬ 
panies'. hopes of rich pickings. 
But it has greatly improved 
Taiwan’s political image 

As ministers from leading 
western countries that do not 
officially recognise Taiwan 
beat a path to its door in defi¬ 
ance of diplomatic protocol, 
the pressures build up on both 
the KMT and the Chinese Com¬ 
munists for more flexibility in 
their mutual relationship. 

The two intransigent govern¬ 
ments find that they are losing 
the political initiative. They 
are under pressure from a Tai¬ 
wanese public with a real 
sense of nationhood, and from 
other countries seeking ways 
to accommodate Taiwan 

So for it is the KMT that has 
given most ground, even to the 
extent of being prepared to use 
names other than The Republic 
of China in order to join some 
international organisations. 

Beijing has been for more 
immobile in dealing with the 
Taiwan problem. The longer it 
waits, the greater the danger 
that the radical fringe in the 
opposition will torn to extrem¬ 
ism. 


lieved. 
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Every Day 
Of The 
Gulf War, 
Our 

Technology 
Made world 
Headlines. 
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Throughout the Gulf War, Taiwanese exper¬ 
tise in microwave technology told the world 
the latest developments. The MTITCS-9200 
transportable satellite communication played this vital role. It’s the 
smallest, tightest and easiest touse tominal for orHste telephone com- 
munications. And it was developed by MB in Hsinchu Science Park, 
Taiwan. 

Today there are 131 companies such as Acer, ftftac and Microtek, 
employing a total of 22,691 professionals m the ScieiweParic. They are 


engaged in research and development on Telecommunications, Com¬ 
puters and Peripherals, Integrated Circuits, Automation, Optoelectrics, 
Biotechnology, Environmental Technology and Energy. 

Wnte us lor mom information, Hsinchu Science Park has what it takes 
to wm the war against high research and development overheads. 



THE SCIENCE WOK, WERE DEASBLQSSONL 
2 , Hsin Ann Road, Hsinchu, Taiwan, R.Q.C. 
Invwtm&tt Sarvices Division 
Tot 886 - 39-773311 Fk 888 - 35-776222 
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The Republic of Chinab 80th Year 



1 o Chinese, the number “8” is a sign of 
good fortune. It so happens that in the 
Republic of China’s 80th year, its per capita 
GNP broke the US$8,000 mark. A sign of 
good fortune? Certainly. 

The ROC on Taiwan now has Asia’s 2nd 
or 3rd highest per capital income. And that 
means buying power that works for your 
products. 

Buying power, open markets, slashed 
tariffs and more make Taiwan one of the 
most dynamic markets in Asia. 

Discover the opportunities. Contact the 
Board of Foreign Trade, today! 


Board of Foreign Trade 
Ministry of Economic Affairs 

I Hu Kou Street Taipei, Taiwan ROC 
Tel: (02)351-0271 Fax: (02)351-3603 



TAIWAN REPUBLIC OF CHINA 
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Peter Wickenden on relations with China 


End of the big 


Chinese or Taiwanese? — in the central city of Taichung, some of the 11,000 i 


called up in May for a week-long exercise 


Economic power raises political questions, writes Peter Wickenden 


Two confident steps forward 


THEY do not conch it in 
political terms, but a growing 
number of western leaders say 
that Taiwan is economically 
just too big and influential a 
place to be ignored. 

The country has reached a 
turning point in its dogged 
efforts to forge official ties 
with the leading industrialised 
democracies. This year has 
seen the pace of progress 
change from its usual onestep 
forward, two steps back to two 
confident steps forward held 
up by only the occasional 
stumble. 

The reason is simple; Taiwan 
is now a major industrialised 
nation, and a conspicuously 
wealthy one, and is arguably 
more democratic than many of 
its peers. 

Another reason is that 
Taiwan can now only go for¬ 
ward. The steady erosion of its 
formal diplomatic links since 
the early 1950s has left South 
Africa and Sooth Korea as the 
only really significant indus¬ 
trial nations still recognising 
Taipei. Both of these long¬ 
standing anti-communist alhes 
are likely to switch recognition 
to Beijing within a few years if 
not months. 

The island has long been 
well prepared for the these two 
blows to its national pride. 


Disingenuously showing its 
new-found carrot, the $303bn 
Six Year National Develop¬ 
ment Plan, the government has 
set off a stampede of high-rank¬ 
ing foreign officials to Taipei 
anxious to secure a slice of a 
colossal public works pie. 

Among advances in substan¬ 
tive foreign relations this year, 
Mr Fredrick Chien, the foreign 
minister , counts visits by min¬ 
isters from France, Italy, 
Ireland, Germany and Sweden 
and a senior trade official from 
Britain. All came to assure the 
Taiwanese of their interest in 
participating in the Plan, and 
in almost every case Beijing 
splattered a ritual protest 

Taiwan's de facto embassies 
around the world have been 
allowed to drop amorphous 
nam es like "Far Eastern Cul¬ 
tural Office” and to adopt ones 
that at least give some idea 
which country they represent 
Staff at the "Free Chinese Cen¬ 
tre” in London boast they can 
now telephone junior British 
Foreign Office officials - more 
than a decade after the centre 
was established there. For a 
country that has been as iso¬ 
lated and humiliated as 
Taiwan, these things are signif¬ 
icant 

It is widely supposed that 
the improving relations 


between Taipei and Beijing 
also give third countries more 
room for manoeuvre. Indeed, 
Befiing does not object to any 
country having economic and 
trade ties with Taiwan, but Mr 
Chien insists there has been no 
rapprochement and that Bei¬ 
jing has recently stepped up its 
efforts to barge Taiwan off the 
world stage. 

Among the apparent results 
of Beiming’s pressure were 
Japan's cancellation, of a pri¬ 
vate trip to Tokyo by President 
Lee Teng-hui and the sudden 
abandonment of a tour which 
the President was to have 
made to Central America. 

"Don’t underestimate the 
People's Republic of China.” 
fumes Mr Chien. Nevertheless, 
leading western countries, 
tired of conflicting sovereignty 
r.laims between Taipei and Bei¬ 
jing, may be taking matters 
into their own hands. During 
the row over renewal of Most 
Favoured Nation trade status 
for China, President Bush 
declared for the first time that 
the US would work actively 
with other members of the 
General Agreement on Tariffs 
and Trade toward processing 
Taiwan's application, made in 
January 1990. 

Getting into Gatt is Taiwan's 
foremost foreign policy goal. 
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For once the the world’s 13th 
largest trading nation is in, it 
hopes it will be able to negoti¬ 
ate directly with officials from 
other member countries 
whether diplomatic links exist 
or not. 

Meanwhile. France has 
decided to treat as a purely 
trade issue a decision to allow 
Its contractor Tbomson-CSF to 
sell sophisticated frigates to 
Taiwan for its navy. Since it is 
the one European country that 
is set to gain most from con¬ 
tracts on the Six Year Plan, it 
considers it well worth braving 
Bering’s wrath. 

All this calls into question 
the immediate value to Taiwan 
of diplomatic as against more 
tangible relations, and the 
debate has triggered a prag¬ 
matic shift in its foreign policy. 

Mr Chien says there is public 
opposition to the pursuit of 
official relations with poor and 
voiceless nations in exchange 
for cash. Crowds do not line 
the streets of Taipei when the 
foreign presidents appear. 

The emphasis now is more 
on multilateral than bilateral 
relations; on regaining a more 
respectable place in the inter¬ 
national community via organ¬ 
isations such as Gatt, the IMF 
and the World Bank. 

The trade-off will be the 
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gradual phasing out of 
Taiwan's official name, the 
Republic of China. Few foreign¬ 
ers know Taiwan by that 
name, and the government is 
bring urged to show more flex¬ 
ibility in the alternative names 
it might use to join interna¬ 
tional bodies. 

It applied to Gatt as 
"Taiwan, Kinmen. Penghu and 
Matsu” (the names of the 
islands under its control). For 
the Olympics and other sport¬ 
ing events, it is called “Chinese 
Taipei". 

Although first mooted by the 
opposition in their campaign 
for Taiwanese independence, 
the idea that Taiwan might 
join the United Nations has 
captured the public's imagina¬ 
tion. (As one of the founders of 
the UN, Taiwan had occupied 
China's permanent seat on the 
Security Council until former 
President Nixon dropped the 
US veto on admitting the Com¬ 
munist People's Republic 
instead.) However, Mr Chien 
insists that if Taiwan were to 
join the UN it must still do so 
as the Republic of China. 

Fearing humiliation at home 
and by Beijing (which can 
exercise the Security Council 
veto on Taiwan's entry) the 
government is resisting calls to 
make an application. 


AFTER four decades of 
stagnant hostility, Taipei has 
made a series of bold moves 
toward building a new working 
relationship with its mighty 
neighbour. 

A game of waiting and learn¬ 
ing has now begun. Disap¬ 
pointed but not surprised by 
the lack of an amicable 
response, Taipei appears to be 
growing more cautions about 
opening up further in spite of 
domestic pressure to do so. 

The Nationalist (KMT) gov¬ 
ernment's move to recognise 
the Beijing regime and 
renounce the use of force 
against it was no spontaneous 
act of goodwill toward the com¬ 
munists. 

Rather, as Premier Han Pei- 
tsun made clear, this was 
forced upon it by public pro¬ 
tests unprecedented in size and 
violence in Taipei last year. 

White Taiwan remains as 
strategically vulnerable as ever 
and is thus reluctant to drop 
its guard against an unpredict¬ 
able enemy, its progress 
toward democracy, openness 
and free trade are new strings 
to the government’s bow. 

The KMT has not renounced 
sovereignty over the mainland, 
including Outer Mongolia. But 
academics in Taipei say its 
new nffiflial designation of the 
co mmunis t “rebels" as a "gov¬ 
erning authority” is a signal 
that the sovereignty claim is 
no longer to be taken seriously 
by Beijing. 

The government has set up 
three new bodies to deal with 
China. The official mandate to 
talk to Chinese officials has 
been entrusted to the nomi¬ 
nally private but mainly gov¬ 
ernment-funded Straits 
Exchange Foundation. 

Before Taipei even acknowl¬ 
edged the existence of the Bei¬ 
jing government in May, the 
Foundation had sent a delega¬ 
tion on a “courtesy visit” to 
establish initial channels of 
communication. 

The Foundation’s board com¬ 
prises many of the most influ¬ 
ential businessmen and KMT 
politburo members. Its staff 
take their orders directly from 
the cabinet's new Mainland 
Affairs Council, which also 
screens mainland-related poli¬ 
cies drawn up by all other min¬ 
istries. Until the legislature 
passes a law governing “peo¬ 
pled o-people” relations 
between Taiwan and China, 
the MAC decides what may 


and what may not be done. 

Meanwhile, the National 
Unification Council, set up 
under the president’s office, 
was initially seen as an 
attempt by Lee Teng-hui to 
seize the initiative from other 


fears that he was leading 
Taiwan toward formal indepen¬ 
dence. 

However, this body gave 
birth to the National Unifica¬ 
tion Guideline, which now 
dominates all policy toward 
China and has for the time 
being sharply narrowed the 
scope for greater exchanges. 

Most people in Taiwan 
apparently regard unification 
as inevitable as long as it 
would be with a free and demo¬ 
cratic mainland. Mr Chen 


Most Taiwanese 
people regard 
unification with the 
mainland as inevitable 
as long as it is with 
a free, democratised 
China 


Chamg-ven, secretary general 
of the Foundation, says the 
government pursues unifica¬ 
tion and opposes independence 
“for practical, historical and 
emotional reasons”. 

The Guideline, which has 
been influenced by the reunifi¬ 
cation of Germany, envisages a 
three-stage process. The first 
stage calls on both sides to for¬ 
sake hostility in favour of 
mutual respect, recognition 
and reciprocity. Official con¬ 
tacts, cooperation and unifica¬ 
tion follow in subsequent 
phases. 

Specifically, Taipei wants 
Bering to start by renouncing 
the use of force against 
Taiwan, treating it as an equal 
rather than as a runaway local 
authority, not obstructing its 
efforts to form international 
ties, and to implementing dem¬ 
ocratic and economic reform 
and to allow greater freedom of 
speech. So far, in Taiwan’s 
view, Beijing has been a non¬ 
starter on all counts. 

The Guideline has no time¬ 
table. is loosely worded and 
meant to be flexible. But it is 
clear that direct trade, invest¬ 
ment, postal and shipping 
links, banned by Taipei for 
four decades, are not tart of 
the first stage. On his historic 


Andrew Bolger on how the stock exchange regained its cool 


The roulette wheel slows down 


THE chickens are still coming 
home to roost following last 
year’s collapse of the Taiwan 
Stock Exchange. 

The Taipei index fell from 
12,682 to 2J52Q points between 
February and October of 1990 
- a decline of 80 per cent. The 
market subsequently climbed 
back above 6,000 level early 
this summer, although it has 
recently been trading in the 
range of 4^00 - 5,000. 

Such volatility is remarkable 
in comparison with other 
world markets, bat the real 
sea-change in Taiwan this year 
has been the decline in the 
number of shares traded. Last 
year daily turnover often 
topped TSIOObn <$37bn>, second 
only to New York. 

'Hie turnover rate in Taipei 
was around 600 per cent, mean¬ 
ing each share was on average 
transferred six times per year, 
as compared with turnover of 
between 50 and 100 per cent in 
New York and Tokyo. Daily 
turnover is currently r unnin g 
at about T$20tm, which spells a 
bleak future for many of 
Taiwan's 374 stockbroking 
firms. 

There were only 28 brokers 
as recently as 1987 and ana¬ 
lysts believe there is unlikely 
to be enough business to allow 
more than 100 firms to survive 
the current wave of closures 
and mergers. 

In spite of this threat to jobs 
and companies, government 
ministers show grim satisfac¬ 
tion at the pricking of the 
stock market bubble, not least 
because the preceding casino- 
type frenzy was undermining 
one of the pillars of Taiwan's 
economic miracle the incredi¬ 
ble labour discipline or its 
workforce. 

Mr Wang Chien-shien. 
finance minister, says: “Busi¬ 
nessmen and industry can now 
get workers again. Last year, 
people preferred to play the 
market, rather than work. A 
factory worker could make 
more than two months' salary 
in one day's trading.” 

The government Is also 
pushing ahead with plans to 
expand and liberalise the stock 
exchange, in spite of last year's 
traumas. It is determined to do 
so because it believes only an 
expansion of the stock market 
can remove one of the underly¬ 
ing causes of the market's vol¬ 
atility - excess liquidity. 

Between 1987 and 1990 the 
number of listed companies 
increased from 141 to 199. Yet 
the same period saw the num¬ 
ber of investors rise from 
634,495 to more than 5m. Too 
many people chasing too few 
stocks sent share prices spiral¬ 
ling upwards and fed the illu¬ 


sion that the market was 
bound to go on rising. 

The government plans to 
increase the pool of shares - 
and raise some T$400-500bn for 
its six-year National Develop¬ 
ment Plan - from the first 
phase of its privatisation of 19 
state-owned enterprises. The 
Securities and Exchange Com¬ 
mission is also simplifying the 
procedure for bringing new 
companies to the market 

It intends that the present 
number of 209 listed companies 
should be increased to more 
than 300 by 1994, at the rate of 
about 25 a year. Mr Wang also 
wants to tackle the low propor¬ 
tion of total volume traded by 
institutional investors - only 
about 5 per cent in Taipei, 
compared with the 70 per cent 
in more mature markets such 
as Tokyo, New York and Lon¬ 
don. 

Mr Wang says: “Our situa¬ 
tion is just the opposite. There 
are too many individual inves¬ 
tors who lack the ability to ver¬ 
ify information. Rumours often 
circulate the market, which Is 
very bad. It is thus necessary 
for us to increase the percent¬ 
age share of institutional 
investors in our market” 

To this end, the Taiwanese 
civil service pension fund has 
been allowed to buy shares 
since Last October, but so Car it 
has only invested a small frac¬ 
tion of the amount it has avail¬ 
able. Foreign institutional 
investors have also begun to 
take an interest after the gov¬ 
ernment half-opened the door 
to investment from overseas. 

So Car, 15 institutions have 
applied to invest a total of 
S750m. Fourteen of these, 
worth SSOOm, have so Ear been 
approved, but so far only 
$230m has been remitted into 
the country - and of that only 
a small fraction has actually 
been invested in the stock mar¬ 
ket 

This lack of enthusiasm is 
partly because of the heavy 
restrictions placed on foreign 
institutions, although the gov¬ 
ernment promises these will be 
eased. At present, foreign insti¬ 
tutions must keep their cash in 
Taiwan dollars and cannot 
remit the principal out again 
for at least three months. Any 
dividends or capital gains can¬ 
not be remitted out until a 
year has elapsed. 

However, the main barrier to 
significant overseas invest¬ 
ment Is distrust of a marke t 
which has proved to be so eas¬ 
ily manipulated by so-called 
“big hands”, Large individual 
or corporate players who deal 
in big stakes and are closely 
followed by speculators. 

The SEC has taken a variety 


of steps to clean up the market 
A screen-based system now 
matches trades on a first-come, 
first-served basis. A new book- 
entry settlement system han¬ 
dles 80 per cent of the shares 
traded in Taipei, reducing the 
risk of fraud through forged 
share certificates. The commis¬ 
sion's increased staff has also 
launched prosecutions for 


FACTS 


Area.. 36,000 oq km 

Population.20.32 million (end of 1990 estimate) 

Head of State ..... President Lee Teng-hui 

Currency.J.. New Taiwan dollar (NTS) 

Average exchange rate.>.1989 US$1 =NT$27.15 1990 

USSt-NT$26.67 


ECONOMY 


Total GDP (USSbn). 

Real GDP growth (%).. 

GDP per capita (US$).. 

Components of GDP (%). 

Private consumption. 

Total Investment. 

Government consumption-...— 

Exports._ 

Imports..... 

Prices (% change pa)..:_ 

Unemployment (% of lab force) 


1989 .. 

1990 

142.8 

159.2 

.7.6. 

• ’ 5.1 

7,107 *■ 

. - 7,881 

S3.4 

- .. 54.3 

90 R 

009 

15.9 

. 17.5 


Source: Economist Intelligence Unit, Datastroam. 


EATO IS THE KEY ANSWER 


The Euro-Asa Trade Organzaoon 
e a non-profit private organization 
whKh 

■ helps promote economic and trade 
relations between the Repubtcd 
China an Taiwan and European 
countries. 

encourages cooperation in science 
and technology wih European 
cotrtnes. 

Supported by twsinesa, ttnanod 
and inckisota seetm, EATO is work¬ 
ing dasely wth trade promotion 
angeflCErtans, chambers at commerce 
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visit to Beijing. Mr Chen was 
bombarded by Chinese calls for 
direct trade. China, which runs 
a hefty trade deficit with 
Taiwan, sees this as a pre-con¬ 
dition for further rapproche¬ 
ment. And recognising Taipei 


says, is a hindrance to its own 
concept of unification. 

However, indirect trade is 
still growing rapidly and is 
expected to top $5bn this year 
on the back of a steady flow of 
Taiwanese Industry into the 

mainlan d. 

"Most industrialists are dis¬ 
satisfied with thegovernment’s 
policies toward China,” says 
KMT politburo member Mr 
Chang Pen-tsao. “Us stance is 
negative, one of prohibition 
and non-assistance.” 

He heads the China Indus¬ 
trial and Commercial Coordi¬ 
nation Society, a chamber of 
commerce whose members 
include many of the largest 
enterprises on both sides of the 
Straits. 

"Indirect trade does nothing 
to enhance our trade protec¬ 
tion or our national security, 
and we are losing money pay¬ 
ing commissions to trading 
houses in Hong Kong,” Chang 
complains. 

Mr Vincent Sew, the Eco¬ 
nomics Minister, says the gov¬ 
ernment must stick to the 
Guideline. The ministry 
spokesman, Mr Chiang Ping- 
kung, regularly complains that 
Taiwan’s trade and economy 
are becoming dangerously tied 
to C hina. The real extent of the 
dependence wifi, appear if 
China’s economy overheated 
severely and took Taiwan 
down with it 

This raises concern that 
C hina, with its "one country, 
two systems" approach,.might 
thus be tempted to use eco¬ 
nomic means to achieve politi¬ 
cal objectives. However, that is 
the game that both : sides are 
playing. Taiwan is trying belat¬ 
edly to gather support on the 
mainland by asking-the thou¬ 
sands of Taiwanese companies 
that have invest edtfrere to 
form associations, ami concen¬ 
trate their activities along the 
coastal provinces. 

Whatever their respective 
ultimate aims, the two govern¬ 
ments are coining together and 
learning to deal with each 
other to tackle immediate 
humanitarian problems arising 
from the unstoppable contacts 
between their peoples. 
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insider dealing and market 
manipulation and suspended 
the licences of erring brokers. 

All has helped-nuke the 
Taipei exchange a duller, but 
more mature, stockmarket. 
However, there is little doubt 
that the biggest factor behind 
the recent comparative stabil¬ 
ity of the Taipei market has 
been the memory of the crash. 
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Trade patterns are losing their old familiar shape, writes Andrew Bolger 

Less to US, more from Japan 


TAIWAN received a fillip this 
summer when the US unex- 
P*rt«ny supported its applica¬ 
tion to 30m the General Agree- 
mentoir Tariffs and Trade 
(Gart). The export-oriented 
aland also increased its 
esportohy 12.6 per cent in the 
fir st ag bt months of this year, 
m spite of recession and grow¬ 
ing protectionism in some of 
its mam markets. 

However, this success store 
is accompanied by significant 
shins m underlying trade pat- 
items which pose difficult ques¬ 
tions for economic policy- 
; makers. This year for the first 
time Taiwan’s trade surplus 
wkh J? e < D ?’ 148 bi €Sest export 
market, is likely to be smaller 
than its deficit with Japan, 
from which it imports many 
key components. 

Exports to the US were down 
by 2£ per cent to $14J!bn in the 
■first eight months of the year. 
Mr Chiang Pm-ktmg, vice-min¬ 
ister of economic affairs, said 
.this was a satisfactory perfor¬ 
mance in view of the economic 
downturn in the US and the 
strength of the Taiwanese cur¬ 
rency against the dollar. 

The share of Taiwan's 
exports taken by the US Cell 
from 33 per cent to 29 per cent 
in the same period. Mr Chiang 
said this was in line with 
Taiwan’s policy of reducing its 
dependence on the US, which 
used to receive almost half the 
island’s exports, but he would 
like to see the figure stabilise 
at about the 30 per cent level 

Imports from the US 
increased by 11 per cent to 
$9.49bn, which also accords 
with Taiwan’s efforts to buy 
more goods following pressure 
from its main sponsor and ally. 
The net effect was to cut 


Taiwan’s trade surplus with 
the US by 21.7 per cent to 
$4.75bn in the first eight 
months. 

Hie drop in sales to the US 
was partly offset by a strong 
performance in Europe, where 
exports grew by 1&3 per cent 
to $9.4&bn. Imports from 
Europe were marginally down 
at &66bn, so Taiwan’s trade 
surplus with Europe more than 
doubled to &8bn. 

Mr fihiang said the success 
in Europe reflected a concerted 
effort by Taiwanese companies, 
many of which had set up 
offices there. The vice-minister 
said that while US consumers 
tended to put the emphasis on 
low price and the Japanese 
wanted top quality, European 
consumers were attracted by a 
combination of good quality 
and reasonable price which 
Taiwan was increasingly able 
to deliver. 

One concern of the Taiwan¬ 
ese government is that as the 
single European market 
approaches, single-country 
quotas on Taiwanese products 
such as suits will be adopted 
by the whole Community. It 
has established an office in 
Brussels to lobby against such 
protectionism. 

Taiwan has also been 
increasing trade with eastern 
Europe and the Soviet Union, 
but has been deterred by those 
countries’ lack of hard cur¬ 
rency. One possible solution is 
barter, and in a recent deal 
Taiwanese consumer goods, 
machinery and computers 
were swapped for Soviet tim¬ 
ber. 

A more intractable problem 
is the scale of Japanese 
imports, which rose by 1&9 per 
cent to $12.2bn in the first 
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eight months, increasing 
Taiwan's trade deficit with 
Japan by 20.9 per cent to 
$6.1bn. Because so much of 
Taiwan's industry remains 
fairly low-technology, it 
depends on Japan for more 
sophisticated items such as 
advanced machine tools and 
microchips. 

Mr Su Hsien-yang, a Taipei- 
based researcher, estimates 
that for every 1 US dollar’s 
worth of Taiwanese exports, 
the island has to Import goods 
worth 28 cents from Japan. Mr 
Vincent Slew, minister of eco¬ 
nomic affairs, says: “For the 
next few years the Japanese 
deficit will become a more sen¬ 
sitive and difficult problem for 
us, and there will be new pres¬ 
sures to address it." 

Mr Siew is confident that the 
deficit will prove a short-term 
difficulty, and reflects the cur¬ 
rent upgrading of Taiwanese 
industry, which is sucking in 
advanced Japanese machinery 
and components. The govern¬ 
ment is seeking to diversify 
import sources, identify areas 
of over-dependence on Japan, 
sell more goods to Japan and 
encourage Japan’s leading 
companies to buy more from 
Taiwan. 


There remains a strong fear, 
however, that the Japanese 
will continue to expand their 
control oveT the local economy, 
particularly if Taiwan gained 
entry to Gatt and then had to 
face imports of motor vehicles 
from Japan. 

Japan’s structural links with 
the Taiwanese economy go 
back to the 50-year period until 
1945 when it colonised the 
island, and in recent years 
many Japanese companies 
have supplied technologu in 
exchange for a stake in the 
Taiwanese companies. 

Mr Siew said: “We do recog¬ 
nise that Japan is trying to 
increase its role everywhere, 
but we thfak we can manage to 
avoid control from Tokyo.” 
Fear of losing control also 
haunts Taiwanese politicians 
when they consider their other 
big trading issue - the 
of trade with mainland China. 

Taiwanese exports to Hong 
Kong, many of which go on to 
mainland China, grew by 49 
per cent to J7.86bn In the first 
eight months of the year. 
Taipei announced it would 
allow the indirect importation 
of semi-finished goods from 
mainland China, in addition to 
the 158 types of agricultural 
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and raw materials currently 
permitted. 

However, the government 
has also set up an alarm sys¬ 
tem which will monitor the 
extent and growth id! individ¬ 
ual indirect imports and 
exports, to prevent Taiwanese 
companies from becoming 
over-dependent on the main¬ 
land. 

The Taipei government also 
recently shelved an application 
by the Cheng Shin Rubber 
International Company to 
invest $2Gm in a tyre plant in 
China’s coastal city (rf Xiamen. 
It would have been the biggest 
Taiwanese investment in Com¬ 
munist China to date, but the 
government fears-that Bering 
could use its control over such 
projects to blackmail Taiwan. 

Mr Slew emphasises that 
mainland China currently 
receives only about 5 per cent 
of Taiwan’s total exports, and 
many of those goods will then 
be sent on to other countries. 
He admits there is considerable 
pressure from some in the pri¬ 
vate sector to allow direct 
trade with China, across the 
Taiwan Straits, although he 
says most support the govern¬ 
ment fine that it should pro¬ 
ceed cautiously. 


The financial moment of truth has come 

Liberalisation on trial 


IS TAIWAN serious about 
becoming a regional financial 
centre, in the same league as 
Hong Kong and Singapore? 
The question arises b ec ause it 
has foiled to live up to the gov¬ 
ernment’s rhetoric about “lib¬ 
eralisation and internationalis¬ 
ation”. 

The Taiwanese dollar cannot 
be traded IntwnatinnflTly gjld 
foreign exchange dealing is 
still restricted. There is a negli¬ 
gible bends market, no futures 
trading and overseas stockbro¬ 
kers, bankers and insurers lace 
tight reg u l at ion and control 

Yet change is coming. There 
have been few issues of corpo¬ 
rate or government bonds and 
bonds only represent about 5 
per cent of the Taipei securi¬ 
ties market compared with 
more than 70 per cent in major 
world markets. Next year alone 
the government plans to raise 
about Tg300bn ($ll.3bn) by 
Issuing bonds to fund Its Six 
Year National Construction 
Plan. 

It is pressing ahead, 
although two issues of govern¬ 
ment bonds earlier this year 
totalling T$100m did not do 
well. The caution of the finan¬ 
cial authorities is understand¬ 
able, given the recent volatility 
of the Taipei stock exchange. 

When a forward foreign 
exchange market was opened 
in 1987, rampant speculation 
made it close within a few 
days. However, Taiwan’s cen¬ 
tral bunk, the Tfanlr of China, 
was notoriously conservative 
long before the ructions of 
recent years. 

It was blamed by many for 
"losing the mainland” to the 
Communists in 1949 through 
fiscal irresponsibility, and 
since then it has been a bas¬ 
tion of those preaching tight 
control of the economy. It is all 
the more intriguing, therefore, 
that banking is the financial 
area which the government 
tots moved most decisively to 
liberalise: until recently it was 
a cosy and highly profitable 
cartel, with 70 per cent of the 
banks state-controlled and a 
ban on new commercial 
licences. 

Mr Peter Kara, manag in g 
director of Barings Securities 
(Taiwan), believes there has 
been a shift in relative power 
towards the Ministry of 
Finance and away from the 
board of the central bank, 
which used to be viewed 
alm ost as a second cabinet. 


with governors of the bank 
then becoming prime minister. 

New banking licences have 
been issued to 15 of the 19 
Investors groups which applied 
and which are mostly associ¬ 
ated with Large industrial con¬ 
glomerates. Observers say 
more licences than expected 
were awarded because the gov¬ 
ernment is determined that the 
liberalised banking system will 
not be dominated by a few of 
the larger industrial groups 
which control other sectors of 
the economy. 

Giving the go-ahead to so 
many new banks has had a 
depressing effect on the Taipei 
stock exchange, where most of 
the groups behind the applica¬ 
tions had to sell large amounts 
of shares. Mr Wang Chien- 
hai»n fiiwnna minister, is con¬ 
fident that the opening up of 
the banking industry will lead 
to more modern and sophisti¬ 
cated services being offered to 
private and corporate custom¬ 
ers. However, the new banks’ 
heavy capital requirement 
mming that they awn the state- 
run banks will have to compete 
hard for business in an envi¬ 
ronment where bankers can no 
longer enjoy a generous spread 
between their return on depos¬ 
its and their lending rates. 

Shortage of qualified staff 
will also be felt. The new 
banks are likely to be able to 
lure away staff from existing 
hanks with higher salaries. Mr 
Wang said his ministry used to 
have only 100 people to super¬ 
vise all h anking , insurance, 
trusts and money markets. 

The number supervising 
banking has now been 
increased to 200 and there are 
80 people overseeing insurance. 
Mr Wang admit s that, even this 

increased staff will not have 


the manpower to audit all the 
banks. It will instead require 
banks to have their accoun t s 
prepared by Certified Public 
Accountants, and the ministry 
will have power to ask inde¬ 
pendent CPAs to audit any 
bank. 

There is, however, a lack of 
qualified accountants, corpo¬ 
rate lawyers, analysts and peo¬ 
ple with experience of financial 
Instruments such as bonds and 
futures. 

The safety net will also be 
inadequate in this liberalised 
banking market. The state-run 
Central Deposit Insurance 
S dicm e has a capital base of 
only a fraction of the sum each 
of the new banks has been 
required to find. Mr Wang is 
seeking to increase the size of 
the fund next year, but says 
"in the m eantim e we hope 
we'll be lucky". 

Nevertheless, the minister 
agrees that some of the weaker 
players wifi go to the wall “If 
we allow too many banks to 
join this small market, we may 
an mi Tatar hankn iptries in this 

sector, but if you really want 
to make Taipei one of Asia's 
financial centres you have to 
be prepared to face these kinds 
of consequences.” 

There must be a real danger, 
however, that any significant 
banking failure would lead to a 
reassertion of control by more 
conservative elements. 

Taiwan therefore stands at 
the crossroads. It needs a liber¬ 
alised financial system in order 
to attract overseas investment 
to help fund its Six Year 
National Development Plan, 
which aims to redress the prob¬ 
lems created by Taiwan’s 
unbalanced economic miracle. 

Andrew Bolger 


Taiwan's European trade - 1990 


EC 82-5% 
Non-EC 17.5% 


United Kingdom 14.4% 



Spain 33% 
Other EC countries 3-5% 
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Taiwan— 

Plant A 
Seed And 
Reap The Future. 

The Republic of China oo Taiwan has followed the path of 
free economy and achieved legendary success in its national 
development. This year, the government, continuing its pro- 
business attitude in the early 1950’s, launches the six-year Na¬ 
tional Development Plan. Three-hundred and four billion U.S. 
dollars will be spent on upgrading the nation's infrastructure in 
an ambitious attempt at raising Taiwan to the status of a moder¬ 
nized industrial state. 

Society has not been left behind in Taiwan’s economic 
transformation. The liberal economic policy and the traditional 
Chinese emphasis on education have given a sofid ground for the 
processing of democratization of the Republic of China. Unceas¬ 
ing efforts in the past years have made Taiwan one of Asia’s most 

favorable places for investment. Each year, Taiwan turns out over 
35,000 engineers and awards about 40,000 degrees in the hard 
sciences. Many of them have had years of overseas advanced train¬ 
ing and working experience at the highest levels of research with 
major international firms. 

Nature has also cooperated in Taiwan’s transformation. 
Situated at the center of the world’s fastest growing region, 
Taiwan enjoys easy access to aB of Ada’s markets. Our experience 
in Asia offers exciting opportunities for joint regional investment. 
Not only can we support sophisticated high-tech development, 
but our strong local economy also presents both market and ser¬ 
vice oriented investment opportunities. The Republic of China 
offere your investments the stability, sophistication, and con¬ 
fidence of a free society. Taiwan, the best place for your invest¬ 
ment in Asia. 
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CompenyMM 


Dancers With Unlimited Vitality 
Need A Wider Stage To Perform. 



The people of the Republic of China on Taiwan have been working 
hard to achieve economic prosperity and a democratic society for them¬ 
selves. Having won highly favorable reviews for their domestic economic 
performance, they are now ready to play a larger role on the international 
stage, and help less developed nations achieve their economic potential. 

The Republic of China on Taiwan is already a major player in regional 
organizations such as the Asian Development Bank. It has formally 
applied for membership of GATT, and is seeking to enter other interna¬ 
tional economic, cultural, and humanitarian organizations. 

Like dancers who have proved themselves on their national stage, they 
are looking to play to wider audiences, and to contribute their vitality, 
their skills, their experience, and their resources to development of a new 
world order based on peace, progress and prosperity. 
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THE SIX YEAR PLAN 

A very big 
vote getter 


WHETHER Taiwan's economic 
development over the last 30 
years should be called a mira¬ 
cle or merely phenomenal is 
debatable. Certainly, however, 
the government has concen¬ 
trated on boosting GNP figures 
at the expense of everything 
else. 

The result is a country that 
is rich on paper, but suffering 
a paucity of clean air, water 
and soil, electrical power, 
infrastructure, leisure, educa¬ 
tional and recreational facili¬ 
ties and the means to get 
around with any semblance of 
convenience. 

Not surprisingly, people are 
taking their money arid emi¬ 
grating to Canada. 

The solution? A Six-Year 
National Development Plan, 
drawn up by the Council for 
Economic Planning and Devel¬ 
opment (CEPD), “to rebuild 
social and economic order and 
promote balanced develop¬ 
ment". 

With more than 700 projects 
and a budget of TS&236 trillion 
(more than $300bn), the appar¬ 
ent scale of the plan must 
impress Taiwan's citizens and 
foreigners alike. 

Although Premier Hau Pei- 
tsun (who is credited with 
dreaming up the idea) men¬ 
tioned it only in passing, it is 
the electorate that the govern¬ 
ment hopes most to please. The 
year 1998, when the plan 
should come to fruition, coin¬ 
cides with the mid of President 
Lee Teng-hui's term in office. 
Whoever runs to succeed him 
will have to face candidates 
from opposition parties, an 
exciting new factor in presi¬ 
dential elections. 

Apart from ensuring the sur¬ 
vival of the ruling Kuomintang 
(HMD. the plan has acquired a 
third role as a tool of foreign 
policy. The implied threat that 
countries unfriendly to Taiwan 
will not be allowed to partici¬ 
pate in certain projects has 
magically opened diplomatic 
doors. The plan is put up as a 
quid pro quo for setting up air- 
links to Taipei, getting Taiwan¬ 
ese offices abroad upgraded, or 
forcing countries to upgrade 
their semi-official offices in 
Taipei- 

One minis try suggested tak¬ 
ing this idea even further by 
requiring any company that 
wins a major contract to lobby 
its government to snpport 
Taiwan’s entry to Gatt This 
was received with howls of pro¬ 
test and is unlikely to be 
adopted. 

Raising national income is 
one of four key policy goals to 
be attained by the plan. Mas¬ 
sive government spending on 
public infrastructure projects 
will, it is hoped, stimulate slug¬ 
gish domestic demand and pri¬ 
vate industrial investment as a 
basis for sustained future 
growth. 

The economy is targeted to 
grow at 7 per cent on average 
over the six years, but con¬ 
sumer prices are expected to 
rise by less than S per cent this 
year and less than 3J> per cent 
annually for the rest of the 
period. Per capita GNP is to 
reach *14,000 by 1996 from 
*8,000 last year. 

Large tracts of farm land 
will be given over to other 
uses. An increase in agricul¬ 
tural productivity will leave 


the sector with zero growth to 
1996. 

Overall industrial growth 
will average 6.9 per cent a 
year, of which manufacturing 
will expand by &5 per cent 
Heavy industry (m eaning that 
which is technology and capi¬ 
tal-intensive) will account for 
62 per cent of manufacturing 
output by 1996, up from the 
current level of 56 per cent. 

Developing the industrial 
base Is the second key gaoL 
Here the plan calls for new 
coastal industrial zones and 
technology-parks, building and 
improving harbours, airports 
and highways, ensuring ade¬ 
quate supplies of energy and 
upgrading telecommunica¬ 
tions. 

The third and fourth goals 
are "promoting balanced 
regional development" and 

"raising tVw narinriai q uali ty of 

life". Policies for realising 
these have not yet been 
worked out in detail, but the 
CEPD is basing them on a 
scheme to divide Taiwan into 
18 self-contained “community 
hubs". Each will have its own 
employment opportunities, rec¬ 
reational, cult ural and educa¬ 
tional facilities, a nd be served 
by its own transportation net¬ 
work. 

While there is some disparity 
of income between north and 
south, political observers claim 
that this is also partially 
intended to dissipate opposi¬ 
tion. At present, anti-KMT and 
pro-Taiwan independence sen¬ 
timent is heavily concentrated 
in tiie south and particularly 
in the cttlpg of Kaohsiung and 
ChiaYL 

The government has man¬ 
aged to keep the political 
aspects of the plan in the back¬ 
ground, but an open dispute 
between the f inance Ministry 
and the CEPD has erupted over 
how it is to be paid for. 

Of the T$8-23 trillion total, 
the CEPD hopes to raise T*3B9 
trillion from the sale of govern¬ 
ment bonds. Then there is a 
special budget of T*2J8 trillion 
for large projects that wIU pay 
for themselves in the future, 
such as the high-speed railway, 
expressways and urban mass 
rapid transit systems. This and 
the other T*2.16 trillion are to 
come from new taxes, previous 
budget surpluses, and the pri¬ 
vatisation of some 20 state- 
owned companies. 

Mr Wang Chien-hsien, the 
finance minister, worries that 
the total cost of the plan will 
end up far exceeding the origi¬ 
nal figure, citing the 40 per 
cent over-run chalked up the 
government’s Ten Major Con¬ 
struction Projects of the 1970s 
and 1980s. 

Political stability is therefore 
a must if the financing for the 
plan Is to work. 

Equally crucial will be confi¬ 
dence that the government will 
carry out the plan and that in 
1996 it will have borne some 
visible fruit 

The government makes 
much of the promise that by 
1996, Taiwan’s per capita GNP 
will make it an advanced 
industrialised nation. But such 
has been the utopian hype sur¬ 
rounding the plan that there 
will be ample ammunition for 
the opposition if by that t™ 

Peter Wickenden 



One ot the 22,000 employees at Hslndw science park: peace and quiet help to untangle crossed Ones 


In a quiet mountain setting, Taiwan encourages creative design 

Far from the traffic fumes of Taipei 


TAIWAN'S showpiece 
Science-based Industrial Park 
is only 70 kilometres from 
Taipei, but worlds away from 
the ugly, traffic-choked and 
heavily polluted capital, writes 
ANDREW BOLGER. 

The advanced products and 
companies which the park was 
established to promote are also 
far removed from the low-tech¬ 
nology assembly operations 
which are still typical of large 
parts of the island's economy. 
Since the park was established 
in 1980 - at Hsinchu, 
south-west of Taipei - by the 
government's National Science 
Council, it has attracted 133 
companies. 

They are working in areas 
designated as appropriate far 
moving Taiwanese industry 
“upstream” to higher val¬ 
ue-added activities: computers 
and peripherals, integrated cir¬ 
cuits, telecommunications, 
optoelectronics, automated 
systems, bioengineering, envi¬ 
ronmental and energy science. 


The companies in the park 
now employ a total of more 
than 22,000 people, of whom 
nearly a third are university- 
educated engineers, including 
170 with doctorates. The park 
offers tax holidays, low-interest 
loans, and factory units to let 

Big groups such as Acer, 
Taiwan's largest personal com¬ 
puter manufacturer, and 
AT&T, the international tele¬ 
communications group, were 
allowed to lease land and build 
their own facilities. The Tai¬ 
wanese government matches 
research and development 
spending on approved pro¬ 
grammes up to a ceiling of 
T*2m ($746,000) per project 
with no limit on the number of 
projects any one company can 
submit 

The park’s physical setting 
Is also an important incentive. 
Hsinchu is surrounded by 
mountains and is close to the 
north-eastern coast of the 
island. The companies are set 
In pleasant parkland which 


also boasts modem housing, a 
rmpma and sports facilities. 

This emphasis on lifestyle 
was an important element in 
me of the park’s main goal’s 
attracting back to Taiwan sci¬ 
entists and engineers from 
such as S mCQD Valley in 
California. So far there have 
been 639 of these so-called 
“ return ing scholars" and they 
have been responsible for 
establishing 68 companies in 
the park. 

The National Science Coun¬ 
cil said its task had been made 
easier by the economic down¬ 
turn in the US, from where 
most of the entrepreneurs had 
come. Ms Angela Yao, of the 
NSC, said; “Ethnic minorities 
also do come up against a 
•glass ceiling' preventing 
advancement when overseas. 
Here they can establish their 
own companies." 

Another attraction Is an 
international school which 
teaches in both Mandarin and 
English. The school follows an 


American curriculum, which 
also makes it popular with the 
families of the 300 engineers 
from overseas who are working 
in the park on short-term con¬ 
tracts at any one time. 

The park is dose to two uni¬ 
versities and an industrial 
technology research institute, 
all of which provide a ready 
source of prospective employ¬ 
ees and carry out research 
work for companies on a con¬ 
tract basis. In spite of the 
park’s success during its first 
decade, the NSC is now facing 
harder choices as the park fills 
up. 

Ms Yao said: “It used to be 
first-come, first-served, but 
now we are being more selec¬ 
tive." Some companies are sus¬ 
pected of usin g the park just as 
a tax shelter. No companies 
have been kicked off, although 
between five and 10 have left 
voluntarily. However, several 
have been required to 
strengthen their management 
and do more R&D. 


Even the flourishing Acer 
has been asked to move some 
of its production activities to 
an industrial zone. The scale of 
success should also be kept in 
proportion. The park produces 
93 per cent of all the integrated 
circuits made in Taiwan, but 
that is stifl only about 10 per 
emit of the amount the Taiwan¬ 
ese market needs. 

Last year R&D accounted for 
only L2 per cent of Taiwan’s 
GNP, compared with IL8 per 
cent in Japan, according to the 
NSC. One problem is that 
many of the park's activities 
are not very hightechnolgy In 
modem industrial tH-mw. Cc 
paters and periphrasis account 
for more than half the output 
from the park, but many of 
them rely on imports for “their 
microchips. 

It Is significant that when 
Acer wanted to develop 4Mbit 
D-Ram microchips, it did so in 
a joint venture with Teax 
Instruments, the US electron¬ 
ics group. 


Andrew Bolger visits the world’s biggest maker of tennis racquets 

How Mr Lo won game, set and match 


KUNNAN ENTERPRISES 
claims to make about 40 per 
cent of the world's graphite 
tennis racquets. But half the 
group’s output is sold under 
the label of competitors, such 
as Prince and Wilson. 

Kimnan, whose own brand 
name is Pro Kennex, began 
business in a typical Taiwan¬ 
ese way, by making goods for 
sale under other companies’ 
labels as an original equipment 
manufacturer (OEM). Like 
other Taiwanese concerns it 
was determined to escape from 
its original product range. 

The company was founded 
by Mr Lo Kunnan in 1969, mak¬ 
ing wooden badminton rac¬ 
quets in his home town of Feng 
Yuan, close to the central Tal¬ 
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wanese industrial city of Tai¬ 
chung. 

As the badminton racquet 
market became overcrowded, 
Mr Lo moved into metal tennis 
and squash racquets and in 
1977 Kerman became the first 
Taiwanese company to produce 
graphite racquets. Although 
Mr Lo, 46, has little education 
or technical training, his group 
is now a world leader in 
moulding, weaving and plait¬ 
ing graphite, which it imports 
from the US and Japan. 

Kennan launched its own 
Pro Kennex brand 12 years 
ago. Mr Jeff Yao, director of 
international, administration, 
said it was dangerous to rely 
completely on OEM, as owners 
of brands might be tempted to 
switch their orders to other 
countries with lower costs 
such as Thailand or China. 


The shift away from OEM 
was not without its problems. 
Prince, the US sports group, 
took a relaxed view of the situ¬ 
ation at first, but when the Pro 
Kennex brand began to become 
established. Prince cancelled 
its orders with Kennan - at 
that time 30 per cent of the 
group’s business. 

Mr Yao said Prince returned 
after several years because it 
could not get the same level of 
quality from other manufactur¬ 
ers. 

He added: “There are always 
some tensions with OEM cus¬ 
tomers - their marketing peo¬ 
ple say ’no', but their purchas¬ 
ing people always want to buy 
from us." 

Nevertheless, OEM still 
accounts for half the group's 
output of racquets, and Kun¬ 
nan. is happy to maintain it at 


that sort of level, which main¬ 
tains full utilisatio n of plant. 

Kunnan launched the Pro 
Kennex label by setting up 
agencies in the US, Europe and 
Japan. But after five years, the 
business had not grown as fast 
as expected, so the group 
bought out the agencies in its 
main markets and now does all 
of its own promotion and mar¬ 
keting. 

The group has also sought to 
strengthen its brand name by 
producing tennis and squash 
shoes, tennis balls, and acces¬ 
sories such as sweat-bands. Mr 
Yao says sports shops are 
stocking fewer brands and 
those that succeed will have to 
offer a comprehensive range of 
highly-promoted goods for dis¬ 
play: “In future, the real battle 
will be for shelf space." 

Ke nnan now also produces 
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graphite golf clubs, which 
account for about 7 per cent of 
group sales. Once again, the 
group started by producing 
graphite shafts on an OEM 
basis, but is about to launch its 
own Pro Kennex range of 
dte dubs. 

le market lessons which 
Kunnan had learned were very 
much to the fore when Mr Lo 
decided in 1988 to make its 
most ambitions diversification 
so far - into computers. 

Using headhunters to 
acquire good computer people, 
Kunnan produced a range of 
IBM-compatible PCs, using 
microchips from the US, under 
two brand names - Arche, and 
the budget-level Kenitec. 

Kunnan’s real innovation 
has bees on the marketing 
side. Learning the lesson of its 
sportswear experience, the 
group has not appointed agents 
hut set up wholly-owned sub¬ 
sidiaries in its target countries 
- the US. France, the UK, Ger¬ 
many and Sweden. 

In the US it has a chain of 90 
which sell solely Arche 
Kenitec PCs and accesso¬ 
ries. The only products from 
other manufacturers are items 
such as printers. 

The group also has a drain 
of 45 outlets in France and is 
about to open shops in the UK 
and Germany. Although, com¬ 
puters now account for half of 
Kunnan’s sales, they make a 
much smaller contribution to 
the Taiwan group’s profits, 
which last year fell from 
T*395m ($14.7m) to T$235m - 
largely because of market con¬ 
ditions. 

The fact that Mr Lq's family 
stfll controls a majority of the 
group's shares makes it aanipr 
for him to make such a gam¬ 
ble, but the group Is sure that 
its strategy is right. 
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MODERN laws andi.sa|tlt*r 
are what Triwjmjjpds.^: -. 
become a major regfofral tn 
financial centre,; 

Wang Chieskhsten,--i 
minister. 

Mr Wang is confident; 
be done- Several. 

Rllla on hanking 
futures, galdtradW.ea^ 
securities markets are: 
ing their way from : 

Cabinet to p arliament : 

Only when they axe paswcl; 
by the parliament. 
almost permanently bagged 
down by filibustering asiifijid)-. 
fights, will there be'-mslpr 
advances towards intemafknh 
attsatton. ~ 

Mr Wang believes there are 
few defirienrieg in the miss erf 
existing law; bnt there are not 
enough qualified people to 
enforce it Most of the smart 
people, he admits, axe In the 

fhwnrial sector. Tnafc. 

a comfortable living in 
Illegal ways. 

“I cannot say there fa no 
manipulation of the stockmar- 
ket," he says, “but there is less 
than before.” Since he took 
over as finance ■ wirirfwr tn 
qjring 1990 file Securities and 
Exchange Commission 
begun workhigwith the Inves¬ 
tigation Bureau under the Jus¬ 
tice Ministry to bring sus¬ 
pected cases of manipulation 
and Insider trading to court. 

Tn addftkm, Mr Wang has 
drafted several hundred bright- 





WangChton-haton 

people into hta ministry toi add 

some Impetus to reforms.'".' 

Educated at Harvard, the 53 
year-old Mr Wang weaxa tart- 
ties and a crew-cut, and fa as { 
Impatient for change as any of 
fate foreign critics. He Is send¬ 
ing many if his new recruits 
abroad for training. “We ■ 

should do that to a hurry_We 

want to catch up as gmckty as ; 
possible.” 

When the stockmarket was 
to the final throes of its 80 per 
cent crash last year, Mr Wang 
moved quickly to open if to-.- 
direct foreign institutional 
investment in. the .hope of 
In traducing soma health and 
stability. This year’s perfor¬ 
mance suggests he has teen ' 

successful. 

*T am very happy with toe 
degree of fluctuation tn stocks 
this year. The market Is now 
very stable.” But tills has beesr 
mainly became the millions of 
ordinary people who skipped 
work to bet on: a stock have: 
s torei shu nned toe market out.. 
of bitter experience. 

Foreign investm ent to still • 
nearly a year after the. 
was opened. Mr Wang is 
not disappointed. Noting that 
price-earnings multiplies on . 
many Taiwanese stocks : are. - 
generally still high compared 
with other markets* . he .. 
believes foreigners are watch¬ 
ing and waiting - 
“Once they're familiar with 
our market, they'll come to. ff . 
they’re smart enough tbeyTl 
be quick.” Nevertheless, he 
waits the Central Bank’s . 
agreement to a number of . 
measures easing the restric¬ 
tions on foreign investors. As ; 
the various bills get'.psssed ;. 
and the Mini stry 's new Mane-'v: 
tary Affairs Bureau gets to 
work, the pace will qnlcfcm. •' 

Mr Wang fa keen to see for?- 
eign expertise, raising local . 
standards of service.. & devout . 
Christian and ~ a forthright 
PnbUc servant, he resigned...: 
from his previous post as vice 
economics minutex to. disgust \ 
ft what he called widespread, 
lack of respect for the law; - 
So many branches of finan¬ 
cial activity are to be reformed 
at once that farthra irregulari' 
ties are likely. “But foreigners : 
bring good, not bad amfoeti^ - 
tton. They dcm’tbrSEkthe 
law." . . 

Peter Wickenden • . 
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Go t terddmmerung 


Gerard Depardieu: firing on all cylinders in Claude Beri’s ‘Uranus’ 

CINEMA 

A Colossus in overdrive 

f~m 7 he begmning of my week was in d’Amour. And “Horror” is the tale of a John Amiel (The Singing Eh 
a two parts. First I was driven mart mad. scientist who distils the human sex- William Boyd's adaptation of 
a by the sight of Dr Jonathan drive Into a serum, with nightmare conse- gas Llosa novel, its main c! 
'-A- Miller trvincr to define madness oikhkxs. blank wie and moustache ra 


f m 7 he begmning of my week was in 
a two parts. First I was driven mad 

"# by the sight of Dr Jonathan 

-A. Miller trying to define madness 
on TV. Then I was restored to sanity by 
the sight of Gerard Depardieu going mad 
in Uranus. 

Earth has nothing to show more fair 
than this French actor firing on all cylin¬ 
ders. In Claude Bern’s Aim, adapted by the 
maker of Jean De Florette from Marcel 
Ayme’s 1947 novel about post-Liberatiou 
life in a small French town, Depa rdie u is a 
Colossus in overdrive. As cafe owner Leo¬ 
pold his bulbous nose twitches over the 
tin Wane, his barrel frame swaggers from 
table to table, his voice mixes lion roars 
with lyric keenings. Now he crachles our 
eardrums with tirades against the Commu¬ 
nist sneaks running the town, who suspect 
him of harbouring a famous poet-collabo¬ 
rator. Now he chillis out home-made Alex¬ 
andrines after hours, having listened to 
schoolmaster Philippe Noiret teaching 
Racine in the bar's backroom turned 
makeshift schoolroom. 

Noiret is the man hiding the ex-collabo- 
rator: whereby hangs the tale of ideologi¬ 
cal tremors in the bomb-wrecked bourg. In 
Jean De Florette film-maker Bern filled the 
French countryside with outsize arche¬ 
types, all the way from village idiots to 
Quasimodo hunchbacks. (During the tale's 
journey from book to screen the spirit of 
Pagnol was mugged by that of victor 
Hugo.) In Uranus the characterisation is 
no snhtter, but the unlikely magic still 
works. 

Shazndessly file film keeps stopping for 
dramatic arias: iife-loving Noiret reciting 
his horror-struck dream of visiting the 
cold, dread planet Uranus; buBfrog-faced 
black mar ketee r Michel Galahru weeping 
tears of venom over “Cocos" (Commu¬ 
nists) and ex-collaborators alike; Michel 
Blanc prissfly ranting as the town’s chief 
Coco, a petit bourgeois with a Stalin por¬ 
trait in his parlour. 

Above all there is Depardieu, trium¬ 
phant whether prancing on table-tops to 
serenade his wife with honeymoon memo¬ 
ries or adapting mad bull postures when 
cornered by his enemies who seek a sacri¬ 
ficial animal - the largest they can find - 
for French guilt Shot twice m the chest 
Depardieu prolongs his death scene with 
an impudence we have not seen since Eric 
Morecambe. The only difference: after two 
minutes of the Frenchman reeling about 
the floor clutching every body part in 
sight we are not laughing. We are agog at 
the sight of a great actor defying ana tran¬ 
scending all notions of excess. 

* 

There is no such thing as an over-the-top 
performance or production if its creator 
has the nerve to go over and keep g oing , 
in Todd Haynes’s Anson three intercut 
stories are played for a belief-defying 
parodic elan. “Hero” is a tabloid-style 
investigative documentary about a boy 
who killed his father and then flew out of 
the window. “Homo” is an erotic prison 
drama styled after Genet’s Un Chant 


d "Amour. And “Horror” is the tale of a 
mad scientist who distils the human sex- 
drive into a serum, with nightmare conse¬ 
quences. 

’Hie inspirational decade is unmistak¬ 
able. It is the 1950s, when Western cinema 
shook to tensions between postwar con¬ 
servatism and the emergent pop era, 
between family values and cosmic alar- 
Twism. (It was Doris Day versus the Bomb). 
Writer-director Haynes, like many 
(postmodern film-makers such as David 
Lynch, sees a rhyme between the 1950s 
and the 1980s/early 90s. His wacky story 
triptych gives us three interrelated 
strands of human experience - sex, dis¬ 
ease and death - that seem coloured 
much the same today as they were thirty- 
some years ago. _ 

URANUS 
Claude Beni 

POISON 
Todd Haynes 

AUNT JULIA AND THE 
SCRIPTWRITER 
John Amid 

TOY SOLDIERS 
Daniel Petrie Jr 

DROP DEAD FRED 
Ate de Jong 

HARIXYLDAYIDSONjVND-THeI 
MARLBORO MAN 
Simon Winter 

If “Horror" is a postwar Hollywood 
B-movie painlessly recast as an Aids para¬ 
ble, “Hero” and “Homo" are crime and 
punishment stories designed to suit any 
time in which personal repression and 
media hysteria are two sides of the same 
epochal coin. 

Anson’s triumph is that you never know 
whether to laugh or gasp. The Genet pas¬ 
tiche, alternating macho menace with the 
queasy lyricism of flashback reformatory 
scenes (studio trees in flower in a studio 
garden), is like Fassbinder's QuereUe knit¬ 
ted to a Universal Pictures weepie. It 
never flaunts a knowing smile, nor does 
the brilliantly funny, horribly exact dupli¬ 
cation of a 1950s horror cheapie, with its 
serum-tainted doctor turning into a “Leper 
Sex Killer”. 

“The whole world is dying of panicky 
fright” cries Poison's opening caption. And 
the film persuades us that at sick 
moments in its history the world can do 
no better than riffle through its medical 
records, to see how and why it got ill last 
time round and how it recovered. 

★ 

Aunt Juba And The Scriptwriter, like An¬ 
son, tries to tell several tales in one. 
U nlike Arison it ends up as a narrative 
spaghetti junction. Directed by Britain’s 


COVENT GARDEN 

The closing instalment of the first Ring 
cycle mounted by the Royal Opera for 
nearly ten years afforded a fiery musical 
triumph: regrets and criticisms were all 
swallowed up in its ran eluding blaze. It 
was an achievement forged by Bernard 
Haitink's incandescent conducting, and afl 
the more heartwarming for the freedom he 
now evinces - hard-won over three Ring 
operas - in sloughing off the dead weight 
of the Gfitz Friedrich time-tunnel produc¬ 
tion. 

Haitink, whose first Gdtterddmrnerung 
performances (last February) were deemed 
to be not yet folly formed in style and 
purpose, on Tuesday unarguably placed 
himself in the Wagnerian grand line. The 
art of Ring conducting consists in captur¬ 
ing the sound-world, shaping the climaxes, 
pulling all the motivic threads taut, and - 
most difficult of all elements to master - 
sustaining dramatic momentum through 
those all-important transitions from scene 
to scene. This performance was the occa¬ 
sion for the most compelling demonstra¬ 
tion Haitink has yet given us of his mighty 
powers in this linked, many-sided art 

His is predominantly a “fast” Ring. The 
public confrontations in the hall of the 
Gibichungs have rarely unfolded with 
such pulsating excitement, and Act 3 was 

Kvetch 


an arrow shot directly to Its target; but 
across the vast expanses of Act I there 
was no feeling of alarimniTig energies - 
the dramatic line of Wagner's huge con¬ 
struction was effortlessly held. 

Orchestrally, the tfnta at this GGtterdftm- 
merung, muscular, individual without 
being eccentric, free of all string padding 
and cushioning, was a continual source of 
exhilaration. I have never beard the return 
of the Rhinemaiden music at once so lyri¬ 
cal and so edged (by bracing woodwind 
timbres, sharp-cut rhythmic accents) with 
dramatic undercurrents erf alar m and dis¬ 
turbance: in spite of lovely singing from 
Gillian Webster, Monica Groop and Jane 
Turner, this was no lulling waterside idyll. 

Gotterd&nmenwg is the Ring opera 
which capitalises most effectively on the 
casting of Gwyneth Jones and Rene Kollo. 
As in the past, Brbnnhilde's first act was 
an nnpfl.qy mix ture of squalls and upward 
nlidns into pitch. Once launched into the 
furies of despair, loss and betrayal, the 
soprano itti^cTipH a tidal wave of sound 
that was in the best sense overwhelming; 
the noble calm of her final appearance lent 
an otherwise incompetently staged 
Immolation a wonderfully elevated air of 
finality. 

Likewise, the intelligence and charm of 


Kollo's mature Siegfried can be registered 
without excessive worries about vocal 
strain. He proves a marvellously vivid Act 
3 story-teller, who makes one hang on his 
every inflection: and he dies with 
admirable dignity. The third hero of the 
cast was John Tomlinson's hugely 
powerful, blackly witty Hagen. By 
contrast, alas, Donald Maxwell (a send-up 
Gunther, wet and sissyish, who gags at the 
sight of his own blood) and Karan 
Armstrong (the stock modem vamp 
Gutrune) are fine artists and loyal, expert 
singer-actors defeated by production 
stupidities. 

There were disappointments from Linda 
Finnie's surprisingly uneven Waltraute 
and a vocally inadequate First Norn; 
Bkkehard Wlascfaiha’s superb A]bench, 
sited behind those ridiculous 
spook-futurist panels of magnifying lenses, 
was inaudible for the first half of his 
scene. The lesson of this borrowed Ring - 
a Berlin cast-off from the 1980a Ill-suited to 
the Covent Garden stage, whose methods 
and insights seem horribly tired and dated 
- is above all that Bernard Haitink 
deserves his own, home-grown production 
as soon as possible. 

Max Loppert 


John Amiel (The Staging Detective) from 
W illiam Boyd's adaptation of a Mario Var- 
gas Llosa novel, its main character is a 
black wig and moustache called “Pedro.” 
On closer inspection this proves to be 
Peter Falk. He plays a 1951 radio soap- 
writer who likes to choreograph the lives 
not just of his fictional folk but of friends 
like young Martin (Keanu Reeves) and 
Martin's comely Aunt Julia (Barbara Her- 
shey). 

Incest impending? Yes, indeed. And 
long, withering expanses of unfunny 
period whimsy. 1 first saw this film under 
a different title (Tune In Tomorrow). After 
clocking in unsuspectingly to this Mon¬ 
day’s Press show, only the bulwark-like 
presence of several large standing ash¬ 
trays prevented me from taking the quick, 
□on-scenic route to the exit door. 

A film goer can be held captive in many 
ways. In Toy Soldiers we have the classic 
Hollywood technique whereby he is made 
to wait for an alleged suspense thriller to 
get up some suspense. Surely, you think, 
as a posh American boy's school is over¬ 
run by Colombian terrorists seizing the 
sons of top VIPs - the Colombians' leader 
wants his drug baron father freed from US 
jail - excitement will soon mount? 

No. Between flurries of promise it keeps 
dismounting. Writer-director Daniel Petrie 
Jr tries to saddle up the foolproof set- 
pieces: the boys' leader (Sean Astin) racing 
back from an illicit police tryst near the 
walls to beat the hostage-threatening roll 
rail, the crawl through airducts to defuse 
a bomb detonator. But the terrorists are 
such pantomime snarlers and the teachers 
such ’s cuckoo cross-section of ages andr 
accents (what ever is Denholm Elliott 
doing as headmaster?) that we keep 
looking at our watches with other things 
in mind than the terrorists' countdown. 

★ 

The week’s wooden spoon, though, must 
be shared by by Drop Dead Fred and Bar¬ 
ley Davidson And The Marlboro Man. The 
first is Rik MayaU's Hollywood debut, the 
second may be Mickey Rourke's Holly¬ 
wood valediction. He (Rourke) plays an 
ageing hippie who seems surgically 
grafted onto his ageing buddy (Don John¬ 
son) as the two galumph across California 
and Nevada, fleeing the hit men of a drug 
lord they have annoyed. The stars wear 
clothes that might have been raided from 
a Hell’s Angels jumble sale and the film 
{days like Easy Rider re-staged for an act¬ 
ors’ retirement benefit 

In Drop Dead Fred British alternative 
comedy meets American fossilised for¬ 
mula. Eyeballs popping and hair askew, 
the voice a nasal task force on foil alert 
Rik Mayall strives to animate this tale of a 
young girl (Phoebe Cates) who re-conjures 
the fantasy friend of her childhood. No one 
but she can see Mr Mayall, which leads to 
one funny restaurant scene and several 
dozen scenes that try hard before collaps¬ 
ing in a heap. Marsha Mason and Carrie 
Fisher are on hand, briefly, to lend class. 


GARRICK THEATRE 

Steven Berkoff is one of life's 
controversialists: an enfant ter¬ 
rible past his sell-by date who 
makes trouble, it Is tempting to 
think, for the sheer bloody hell 
of it. He also happens to be an 
estimable actor, an able writer 
and a director whose style and 
imagery have been seminal 
over the last couple of decades. 
In Kvetch, he parades Berkoff 
the exhibitionist, with a gener¬ 
ous measure of Berkoff the 
opportunist and - last but by 
no means least - Berkoff the 
misogynist 

The seminal influence here 
is his Jewish background, 
which appears to have been 
hocked to the US and then bor¬ 
rowed back again: although 
Berkoffs own provenance is in 
London's East End, and his 
actors talk like a British Tele¬ 
com advert their speech pat¬ 
terns, their gestures and their 
neuroses are disconcertingly 
unRngliah (and that does not 
mean amply Jewish - it is as 
if he has taken one too many 
leaves out of Woody Allen’s 
book.) 

Berkoff the exhibitionist is 
omni-present in two hours of 
theatre that is basically a 
series of sketches: in the first 
which lasts more than an hour, 
the anatomy of kvetch Is 
sketched and resketched until 
it is etched into our souls. 
Kvetch means anxiety, and 


kvetcher-in-chief is Berkoff 
himself who chases nuts 
around his mouth, writhes 
with irritable bowel, while 
spouting out the pick of the 
one-liners. 

On his mother-in-law: *1 mar¬ 
ried the mouth and inherited 
the belch”. On wet dreams: 
“You don't need a condom in a 
fantasy.” And thereby hangs 
the tale: a bit of gay abandon 
in the final quarter-hour, 
bringing us to Berkoff the 
opportunist 

My first thought was, who 
but Berkoff would dare to pres¬ 
ent Kvetch as a play? Then I 
remembered the legion of com¬ 
ics who are doing just that 
having outgrown the formal 
straitjacket of stand-up com¬ 
edy. To his credit there are 
moments when the discords of 
self-obsession and social 
embarrassment are worked 
into a cacophony of recogni¬ 
tion: those moments when the 
punchlines go awry and con¬ 
centrated civility shows on 
every face, or when exactly the 
wrong question is asked at 
exactly the wrong time. 

Anita Dobson’s anYinua, oft 
repeated “So, what do yon do 
at night?” to her foeieft-ridden, 
recently separated dinner 
guest affects in the marvellous 
Henry Goodman a response 
which makes you feel the sup¬ 
puration of .stomach ulcers; at 


3. *1 , 






Steven Berkoff; kvetcher-in-chief 


his best moments Goodman 
can out-foeftft Berkoff, but he 
is the only one on stage who 
gets close to it 
And so to Berkoff the 
misogynist: an objection which 
arises not so much from the 
representation of women as 
months and belchers, or even 
rampant rape fantasists, but 
from the use of his two 
actresses — certainly for most 
of the first half — as a framing 
device, fixed within static 


gestures which are adopted 
like a foreign choreography. 
Impossible to believe that 
Dobson is Jewish any more 
than one can believe she is an 
unappealing drudge. It is the 
fault partly, perhaps, of the 
actress, but one cannot help 
wondering if Berkoff the actor, 
writer, director had any energy 
left to spend at Dobson's end of 
the table. 

Claire Armitstead 


London Sinfonietta 


Nigel Andrews 


QUEEN ELIZABETH HALL 

On Tuesday the Sinfonietta began their 
new season, with a characteristically 
rewarding programme: three recent Bir¬ 
twistle pieces, and substantial new com¬ 
missions from Hans-Jflrgen von Bose and 
Detlev MtUIerSiemens. “Characteristic" is 
the right word now, for this marvellous 
band is no longer the conduit for the 
avant-garde which it seemed to be in the 
late 1960s. 

Then, the Sinfonietta offered an open 
window for everything musically worth¬ 
while and new. Now they are a distin¬ 
guished senior ensemble (notwithstanding 
their steady acquisition of younger play¬ 
ers), with a specific loyalty to music that 
acknowledges roots in the post-Darmstadt 
1960s and ’70s. They started in the '60s 
with narrow-fit shirts in bold hues, reject¬ 
ing conventional concert-dress; those 
shirts got too tight, and now they opt for 
generously cut black-and-white. They have 
flirted only cautiously with “minimalism” 
(though their affair with Michael Torke, 
the liveliest post-minimalist, continues 
apace) and the American neo-romantics; 
they go on celebrating earlier heroes - 
Messiaen, Henze, Xenakis, Berio - while 


leaving new ethnic-eclectic stuff to Odal- 
ine de la Martinez’s Lontano ensemble, 
and more specialised British veins to Peter 
Wiegold's bunch and the Finnissey/Skemp- 
ton factions. 

And why not? They are unequalled at 
making vivid, persuasive sense of late 
atonal (and consciously “post-atonal”) 
music, whereas the latest fashions offer 
less scope to their virtuoso intelligence, 
both solo and collective. Their three Bir¬ 
twistle pieces this time displayed their 
unique strengths: pungent character in 
the mock-mechanics of his Carmen Arca- 
diae Mechamcae Perpetmim (identified in 
his own programme-note as “CAMP"), pre¬ 
cise, delicate colours for the accompani¬ 
ments for the Four Poems after Jaan 
Kaplinski (Sarah Leonard delivered them 
with such liquid sweetness as to quell wor¬ 
ries about any lack of purposeful focus in 
the vocal lines, compared to his Gawafn 
opera), and a noble sequence of solo turns 

- like laying successive wreaths on a bier 

- in his Ritual Fragment for the late 
Michael Vyner. 

Scene, the new von Bose piece, strung 
short-breathed episodes - striking and 


ingeniously related, but without enough 
cumulative force to sustain 23 minutes - 
over a shuddering, theatrical bass-continu¬ 
ity. It sounded like talented invention 
(especially aural) in need at a tighter har¬ 
ness than its recurring syntherizer-slides 
really supplied. 

By contrast the Mufter-Siemens Tom-a- 
BetOam, a cycle on anonymous 17th-cen¬ 
tury English verses for six Sinfonietta 
Voices with quintets of strings and winds, 
made a gripping whole. Each of the mad¬ 
man’s songs had a consistent stamp, sub¬ 
tle and intricate enough to prompt many 
more hearings; the Intermezzi between 
them developed pointfoUy from a brooding 
solo-violin fantasy to a chromatic, deli¬ 
quescent quasi-fugue; the music at the 
dose, wryly elevated, stabbed home. In 
their cruelly demanding parts, the Sinfo¬ 
nietta Voices outdid themselves. There are 
few composers around who can command 
such broad formal authority whilst main¬ 
taining original, expressive life in all the 
details. MtUJer-Siemens seems to meet the 
best Sinfonietta standards. 


David Murray 
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International 

ARTS 

GUIDE 

TODAY’S EVENTS 


■ AMSTERDAM 

Concertgebottw 20.15 Marc 
Minkowski conducts Les Musicians 
du Louvre in Handel’s Roman 
Vespers. Tomorrow: Roberto Benzi 
conducts the Bra bants Orchestra 
in music by Liadov, Tchaikovsky 
and Shostakovich. Sat Valery 
Gergiev conducts Prokofiev (6718 
345) 

MuzMdheater 20.00 Alberto Zedda 
conducts Dario Fo's production 
of II barbiere di Siviglia, also Sun. 
Tomorrow and Sat Dutch National 
Ballet in choreographies by Van 

Dantzlg, Van Schayk, Van Marian 
and Brandsen (6255 455/credit card 
bookings 6 211 211) 

■ BERLIN 

Staatsoper unter den Unden 19.00 
Choreographies by Balanchine, 
Marc Bogaerts and William 
Forsythe. Tomorrow: I vespri 
siciJlani. Sat Der fliegende 
Hollander with Thao Adam m the 
title rale. Sun: Michael Gielen 
conducts Pelfeas et M 6 Hsande 
(East Berlin 2004 762). Sat In 
Komische Open Jocben Kowalski 
sings in Harry Kupfer's production 
of Orfeo ed Eurldice (East Berlin 
2292 555) 


Deutsche Oper 19.30 Neil Shlcoff 
sings Rodolfo in La bohOme, also 
Sun. Tomorrow: BOjart's Ring 
around the Ring. Sat Wolfgang 
Hihm’s Oedipus (West Berlin 3410 
249) 

Sehauspfeltiaus 20.00 Moscow 
Chamber Orchestra plays music 
by Bartok, Schnittke, Stravinsky 
and Shostakovich. Tomorrow: 
Rafael FrOhbeck de Burgos 
conducts the Orchestra of the 
Deutsche Oper in music by 
Webern, Stravinsky and Brahms. 
Sat and Sun: Herbert Blomstedt 
conducts the Berlin Radio 
Symphony Orchestra in Bruckner's 
Sixth Symphony (East Berlin 2272 
261) 

■ GENEVA 

Grand ThdStre 20.00 Ballet of the 
Grand Theatre, directed by 
Gradlmlr Pankov, in 
choreographies by Christopher 
Bruce, Jtri Kyiian and Kim 
Brandstrup, with the Orchestra 
de la Suisse Romande conducted 
by Armln Jordan. Daily till next 
Thurs except Sun, when Peter 
Schreler gives a Mozart and 
Beethoven Ueder recital (212311) 
Victoria HaH 20.30 Wynton Marsalis 
and his jazz band (213213 

■LONDON 

Covent Garden 20.00 Bernard 
Haitink conducts Gotz Friedrich's 
production of Das Rheingold, with 
a cast led by James Morris, Helga 
Demesch, Ekkehard Wtaschiha 
and.Kenneth Rlegel. Tomorrow: 

Die WalkQre. Mon: Siegfried. Next 
Thurs: Gotterdfimmerung (071-240 
1066) 

Royal Festival Hall 19.30 Klaus 
Tennstedt conducts the London 


Philharmonic in Wagner's Siegfried 
Idyll. Meistersinger overture and 
first act of Die WalkQre, with 
soloists including John Tomlinson 
and Eva-Maria Bundschuh. Sat 
Tokyo Symphony Orchestra. Sun - 
at 15.15: recital by Shura 
Cherkassky. Sun at 19.30: Mariss 
Jansons conducts Weber, Wagner 
and Berlioz (071-928 8800) 

Barbican 19.45 Michael Til son 
Thomas conducts the London 
Symphony Orchestra in music by 
Stravinsky, Oliver Knussen, 
Messiaen and Takemitsu, with 
soloists including Julian Bream 
and Peter Do nohoe. Tomorrow: 
Tadaaki Otaka conducts the BBC 
Welsh SO in Takemitsu's Dream/ 
Window. Sun: Tilson Thomas and 
the LSO give the world premiere 
of Takemitsu's Quotation of Dream 
(071-638 8891} 

■ NEW YORK 

Metropolitan Opera 19.00 First 
night of Glancarfo dal Monaco's 
new production of La fandufla dal 
West, designed by Michael Scott 
and conducted by Leonard Slatkln 
in his Met debut with Barbara 
Daniels as Minnie, Pladdo 
Domingo as Dick Johnson and 
Sherrill Milnes as Jack Ranee. 
Further performances on Oct 14, 

18,23.26.29. Tomorrow: Die 
Zauberfldte. Sat matinee: Un ballo 
In maschera. Sat evening: Don 
Giovanni (362 6000) 

Avery Fisher Hall 20.00 Yuri 
Temirfcanov conducts the New York 
Philharmonic Orchestra in 
Rimsky-Korsakov's Russian Easter 
Overture, Stravinsky's Petrushka 
and Ravel's Concerto for the Left 
Hand, with the Soviet pianist 
Alexander Slobodyanik. Repeated 
tomorrow at 11.00, Sat and Tues. 


Sun: Christoph Eschenbach 
conducts the Bamberg Symphony 
Orchestra (875 5030) 

■ PARIS 

Palais Gander 19-30 Paa de deux 
from the repertoire of the Op 6 ra 
Ballet, danced by Etoiles and 
younger members of the company, 
plus the Grand Defile of the corps 
de ballet in Berlioz's Trojan March. 
Repeated tomorrow, Sat and Sun. 
Next week: Gala d'Etoiles (4017 
3535) 

Op4ra Bastille 19.30 Myung-Whun 
Chung conducts Jean-Pierre 
Mlquel's production of kfomeneo, 
with a cast including Thomas 
Moser, Inga Nielsen and Sylvia 
MacNair. Also Sat and Mon (4001 
1616) 

ThMtre des Ctiamps-Efysfes 20.30 
The Berlioz Experience: tonight's 
concert by Roger Norrington and 
the London Classical Players 
illustrates the musical influences. 
on the young Berlioz, Including 
symphonies by Haydn and 
Beethoven and arias from Spontini 
and Gluck operas sung by Isabelle 
VemeL Tomorrow, Norrington '• 
conducts two Berlioz works: the 
overture Les Francs-Juges and 
the Symphonie Fantastique (4720 
3637) 

CMtelet 20.30 Esa-Pekka Salonen 
conducts the Philharmonla 
Orchestra In the first of four 
concerts focusing on music by 
Stravinsky and Debussy. Tonight's 
programme includes Gigues from 
Debussy’s Images, Stravinsky's 
Firebird and Shostakovich’s Second 
Cello Concerto, with Heinrich 
Schiff. Tomorrow, Yuri Bashmet 
Is soloist in Bartok’a Viola 
Concerto, in a programme which 
also Includes The Rite of Spring. 


Sunday's concert features 
Petrushka, and the programme 
on Monday is devoted to Berg. 

Chi Sat, Jeffrey Tate conducts the 
final performance of Adolf Dresen's 
production of Lulu (4028 2840) 

Satie Pleyei 20.30 Emmanuel 
Krivine conducts the Orchestra 
de Paris in Schumann's Manfred 
overture, Debussy’s Iberia, 
Stravinsky's Firebird and Chopin's 
Second Piano Concerto, with David 
Golub, repeated tomorrow. Sat 
Jacques Mercier conducts rare 
Mozart choral works with the 
Choeur Oratorio de Paris and the 
Orchestra National d'lie de France 
(4563 0796) 

■ UTRECHT 

Vredenburg 20.15 Hartmut 
Haenchen conducts the 
Netherlands Philharmonic 
Orchestra in a programme of 
Mozart and Mahler, with Alexandre 
Coku soprano, repeated tomorrow. 
Sat Gaetano Delogu conducts the 
Netherlands Radio Symphony 
Orchestra in Dvorak’s New World 
Symphony and Prokofiev's First 
Violin Concerto, with Valentin Zhuk. 
Sun at 15.00: Ivan Fischer conducts 
Haydn, Schumann and 
Mendelssohn (314544) 

■ VIENNA 

Staatsoper 19,30 Donald Runnktles 
conducts II barbiere dl Siviglia, 
with Vesselina Kasarova as 
Rosina. Tomorrow: Uff Schfrmer 
conducts Der Rosenkavaller, with 
a cast including Mechthild 
Gessendorf, Ann Murray and 
Gunter MissenhardL Sat Le nozze 
di Figaro, with Gunnel Bohman 
as the Countess and Wolfgang 
Brendel as the Count Sun: Abbado 


conducts the Tarkovsky production 
of Boris Godunov (51444 2960) 
llustinwraln 19 JO Georges PrAtre 
conducts Mahler’s Sixth Symphony, 
also tomorrow. Sat at 15.30 and 
Sun at 11.00: Vaclav Neumann 
conducts the Vienna Philharmonic 
Orchestra and Prague Philharmonic 
Chorus in Janacek's Glagolitic 
Mass (505 8190) 

Konzerthms 19.30 Yoel Levi 
conducts toe Atlanta Symphony 
Orchestra in music by Bernstein, 
Gershwin and Prokofiev (the 
orchestra plays an alternative 
programme on Sat In the 
Musikuerein). Tomorrow: City of 
Oxford Orchestra plays music by 
Tippett, Mozart, Elgar and Haydn 
in the Grosser SaaJ, and Concerrtus 
Vocalis performs Honegger's Le 
roi David in the Mozart Saal. Sat 
and Sun in Grosser Saal: Georges 
Prfttre conducts the Vienna 
Symphony Orchestra in 
Schumann's KonzertstOck and 
Fourth Symphony, and Berg’s 
Violin Concerto with Pierre Amoyai. 
Sat and Sun matinee in the Mozart 
Saal: Philippe Entromont is 
conductor and piano soloist with 
the Vienna Chamber Orchestra 
(71246860) 

■ ZURICH 

Opemhaus 19.00 Ralf Weikert 
conducts a revival of Michael 
Hampe's production of Der 
Rosenkavaller, with a cast 
Including Gabriele Lech nor, 
Cornelia Kalllsch and Kurt Rydi. 

Sat Claudio Sdmone conducts 
II barbiere di Siviglia. with Cecilia 
Bartoli as Rosina. Sun: Bob 
Wilson’s production of Lohengrin, 
with GOsta Winbergh in the title 
role. Mon: Montserrat Cabal to 
recital (262 0909) 


European Cable and 
Satellite Business TV 

(afl Aims GET) 

MONDAY TO FRIDAY 
Eorosport 

0600-0630 International Business 
report 

CNN 

0730-0600 Money* hie 
1230-1300 Business Morning 
1330-1400 Business Day 
I 2000-2000 World Business Today 
- a Joint FT/CNN production with 
a review Ot business stories 
2300-2330 world Business Today 
01000130 Money] Ine 
Supercfumnal 

2130-2200 (Tues) East Europe 
Report - weekly financial report 
from FTTV. 

2130-2200 (Wad) FT Business 
Weekly - the latest round-up ol 
business news wftn James Bellini 
end Debb ie Middleton. 

2130-2200 (Thurs) Tafldng Heads 
Sky Nmn 

1200 International Business 
Report 

1130, 1730. 2130, 043d. 0530 
(Thurs) FT Business Weekly 

SATURDAY 

CNN 

07300300 Moneyllne 
09000930 World Business This 
Week - a joint FT/CNN production 
1540-1610 MonoywssK 
1000-1930 World Business This 
WpqK 

2110-2140 Your Moray 

SUNDAY 

Supuntmimel 

1800-1630 FT Business Weekly 
Sty News 

1330, 1630. 2030, 0080. 0230 FT 

Business Weekly 

CNN 

0710-0740 Moneyweek 
1340-1400 inside business 
1640-1610 Your Money 
1800-1630 world Business This 
W M k 

1940-2000 Inside Business 
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Conservative 

uncertainty 


MR JOHN Major has won the 
allegiance of Conservative MPs 
and the admiration of the vot¬ 
ers, but he has yet to conquer 
the hearts of his party work¬ 
ers. He must do so if he is to 
lead them to victory in what 
will be the most closely fought 
general election since Mrs Mar¬ 
garet Thatcher was swept into 
Downing Street in 1979. He 
needs a united party behind 
him if be is to confront the 
newly united Labour party, 
which emerged from its confer¬ 
ence in Brighton Last week in 
hill support of Mr Neil Kin- 
nock. Yet the representatives 
at this week’s Tory conference 
in Blackpool, most of them 
constituency activists, demon¬ 
strated yesterday that however 
loyally they may applaud the 
name of the present prime min¬ 
ister, it is his predecessor they 
revere. 

Partly for this reason Mr 
Major could not yet lead the 
Conservatives too far away 
from Thatcherism even if he 
wanted to. He took two bold 
decisions nearly a year ago, 
soon after he became prime 
minister. First he declared, in 
terms more positive than any 
Mrs Thatcher would contem¬ 
plate. that Britain’s place is in 
Europe. That altered the tone 
of all subsequent debates on 
the European Community. 

Second, he pronounced that 
the poll tax was to be replaced. 
That removed an exceedingly 
unpopular policy. In the spring 
he introduced the “Citizen’s 
Charter”. It addresses itself to 
consumers, not citizens, and its 
intrinsic merits have yet to be 
demonstrated in practice. Yet 
its very proclamation is ear¬ 
nest of an intent to raise the 
standards of public services. 


leader is therefore clear. He 
must explain his strategy, sell 
it to the party machine, and 
offer it to the country. His abil¬ 
ity to do that will be tested 
tomorrow afternoon, when he 
is due to make his first speech 
as leader to an annnai confer¬ 
ence accustomed to the corus¬ 
cating performances of Mrs 
Thatcher. She bedazzled this 
same audience for 16 years in a 
row. It is a formidable act to 
follow. 


Wise approach 

To judge by the speeches 
made in Brighton so far, it 
appears that the prime minis¬ 
ter has decided that enough is 
enough. The election is to be 
fought on a policy of consolida¬ 
tion. This is wise. The new 
approach to the EC, the coun¬ 
cil tax, and the Citizen's Char¬ 
ter can reasonably be pres¬ 
ented as “building on past 
achievements". Currently 
unpopular policies, such as the 
opting in to trust status of 
NHS hospitals, chiefly require 
skilful prosecution and robust 
defence. 

Mr Major’s task as party 


Best coarse 
The prime minister’s best 
course is to be true to himself. 
In setting out his stall he must 
be dear about the reasons why 
the Cabinet is persisting with 
the implementation of the 
unpopular elements of continu¬ 
ing Thatcherism, notably the 
health service reforms and the 
opting-out of schools. There 
are considerable merits in both 
policies, but the government 
has failed to win the argument 
His approach to Europe may 
seem to be even more difficult 
to present, given the divisions 
in the party on the proposals 
before the intergovernmental 
conferences on economic, mon¬ 
etary and political union. Mrs 
Thatcher is suspicious of any 
change in the Rome Treaty 
that includes the possibility of 
a single currency, whether or 
not Bri tain enjoys the protec¬ 
tion of a clause that gives it 
the option of staying out 
nnipgs and until it wishes to 
join. The government is negoti¬ 
ating just such an arrange¬ 
ment. Mr Major should take 
head-on. He should frankly 
explain why he supports Euro¬ 
pean monetary union (on the 
right terms), and brave the 
wrath of his predecessor. 

That apart, his task Is to put 
passion behind an exposition of 
his philosophy. His positive 
attitude to the public services 
should be boldly stated, with¬ 
out looking over his shoulder 
at Mrs Thatcher. Principles 
universally embraced by Con¬ 
servatives - freedom, choice, 
competition, sound money - 
must be re-affirmed. It is only 
weeks since Marxism-Leninism 
fell dead in the Soviet Union. 
That should leave the political 
field open to a party whose 
central tenet is the market 
economy. Mr Major can com¬ 
pete successfully in this field, 
but only if he has the courage 
of his convictions. 


Undermining 
the tunnel 


SOME TIME late in 1993. a 
shiny French train h grande 
vitesse will emerge from the 
Channel tunnel less than two 
hours after leaving Paris. On 
the 180 -mile journey through 
France, it will have reached 
speeds of almost 200mph- For 
the next 70 miles, it will rattle 
through the Kent countryside 
along already congested com¬ 
muter lines into south-east 
London to arrive well over an 
hour after leaving the tanneL 

Nothing will better epitomise 
the difference in approach 
between the UK and France in 
executing large infrastructure 
projects. If the traveller has 
started from file new Parisian 
business quarter of La Defense 
and is journeying to Canary 
Wharf in London’s docklands, 
the contrast between the two 
countries’ approaches to urban 
redevelopment will add to the 
contrast The former, virtually 
complete and linked into the 
metro and the urban railway 
system, the latter marooned in 
a sea of desolation and with 
three years to wait untO the 
underground line reaches it 
from central London in 1996. 

Continual postponement of 
completion, changes of mind 
sometimes driven by party 
political considerations, and an 
inability to agree on funding 
have marked the history of the 
Channel tunnel rail link, just 
as they have the regeneration 
of London docklands. A similar 
tale could be told of earlier pro¬ 
jects such as the motorway 
around London and the capi¬ 
tal’s third airport. The achieve¬ 
ments of the private sector in 
completing projects such as 
the Channel tunnel itself or in 
building Canary Wharf suggest 
that the difficulties lie in the 
sphere of governance rather 
than any form of British dis- 


could have been opened, five 
years after the tunnel had 
opened. Now the earliest date 
for completion of the new 
route is some time after 2000 - 
because there are no plans pre¬ 
pared, no idea of where the 
funds are to come from and 
many other questi o ns left to be 
answered. 


Unanswered questions 
Even before yesterday’s 
announcement by Mr Malcolm 
Rlfldnd of the change of route; 
the history of the debate over 
the link gave little cause for 
congratulation. In the four 
years since BR first proposed a 
link, thousands of homes have 
been blighted by uncertainty 
- many of them for no good 
reason, it now appears. Even if 
Mr Rifkind had agreed BR’s 
preferred route yesterday, it 
would have been 1998 at the 
earliest before the rail link 


Political factors 

One reason for rerouting the 
project may be that there are 
for fewer homes in Conserva¬ 
tive seats on the new route 
than on the one which BR pre¬ 
ferred. It is hard to see signifi¬ 
cant economic advantages 
which will accrue to east Lon¬ 
don from the new route, since 
the link is not intended to 
carry freight. And there are 
many disadvantages in aban¬ 
doning the route through 
south-east London which could 
have carried commuters on 
lines approaching capacity. 

It may be argued that there 
is no commercial justification 
for building a high-speed link 
between London and the coast. 
The cost of the BR- pref er re d 
route would have been £3.5bn 
to cut the journey time from 
Paris to London from 3 hours 
to 2 Yi, and that from Brussels 
by a similar amount to 2 hours 
and 10 minutes. These are not 
insign ifican t benefits, but it is 
unlikely that travellers would 
have paid the additional costs 
to achieve these time-savings. 

However, British Rail had 
adapted the high-speed link to 
incorporate growth in com¬ 
muter traffic which would 
have required additional 
spending on capacity in the 
next decade. While the project 
was never going to demon¬ 
strate a commercial rate of 
return, the amounts of public 
Investment to make It viable 
were of a scale which could 
have been justified - particu¬ 
larly in comparison with the 
amounts already spent on a 
high-speed road link to the tun¬ 
nel. 

The Channel tunnel offers 
the UK an opportunity to over¬ 
come its natural geographical 
disadvantage in the European. 
Community. High-speed rail 
links - for freight as well as 
pas se ngers - are needed not 
just to London, hut to the Mid¬ 
lands, Wales, the north and 
Scotland. It is hard to avoid the 
conclusion that another oppor¬ 
tunity has been missed 


S hortly after I lam this 
morning, Mr W illiam 
Waldegrave. the health 
secretary, will do some¬ 
thing quite out of character for 
a Conservative minister at a 
party conference. He will 
promise that the g o vernm ent 
will not privatise the National 
Health Service. 

The relief of the representa¬ 
tives will be palpable. A recent 
Mori poll confirmed that 62 per 
cent of voters think the Con¬ 
servatives will privatise the' 
NHS if they win the next elec¬ 
tion. A “big majority” think 
the result will be a further 
deterioration in the quality of 
the health service. Conserva¬ 
tives know that the NHS is the 
strongest card in Labour’s 
hand, and one it has played 
with skill since the govern¬ 
ment launched its reforms in 
1989. 

Yet why should Mr Walde- 
grave feel obliged to deny pri¬ 
vatisation, the flagship of the 
Thatcher revolution? In July, 
the prime minister's Citizen’s 
Charter claimed that privatisa¬ 
tion had improved the quality 
of many public services ana 
promised to extend it to others 
such as postal services. Mr 
Malcolm ftfflrind, the transport 
secretary, yesterday made no 
secret of his desire to privatise 
British Rail after the election, 
and Mr John Wakeham, the 
energy secretary, will do the 
same for British CoaL 
In backing away from the 
“p" word in services such as 
health and education, the gov¬ 
ernment is implicitly recognis¬ 
ing that privatisation is not 
always as popular as it claims. 
“Privatisation is popular 
among those who buy shares,” 
according to Mori’s Mr Brian 
Gosschalk. “Among those who 
don’t, feeHng i are mixed, and 
there is a strong feeling that 
when it comes to public ser¬ 
vices, public is better than pri¬ 
vate." 

With coal and railways, it is 
unlikely that such foriing a are 
decisive in settling voting 
intentions (except for voters 
who work for British Coal and 
British Rail). But when It 
comes to health, almost every¬ 
one feels affected and can be 
made to fed personally threat¬ 
ened by changes which could 
reduce its avaUaMUty or qual¬ 
ity. 

Public suspicion about the 
Conservatives’ intentions 
towards the health service is, 
of course, long-standing. Even 
in the early 1980s, when 
Labour was in danger of falling 
into third place behind the 
Tories and the Alliance in pub¬ 
lic esteem, voters still regarded 
it as better able to run the NHS 
than the Conservatives. 

And when Mrs Thatcher 
announced her fundamental 
review of the health service in 
January 1988, the central issue 
was how to get more ftmding 
into health care without 
increasing Treasury support A 
greater role for the private sec¬ 
tor seemed inevitable: free- 
market think tanks such as the 
Institute of Economic Affairs 
advocated the expansion of pri¬ 
vate health insurance. 

In the event, the government 
lost confidence in the practical¬ 
ity of these alternative sources 
of ftmding. When the review 
published its recommendations 
in the 1969 white paper Work¬ 
ing for Patients, it had refo¬ 
cused on ways of improving 
the delivery of health care, in 
order to get more out of the 
eristing budget Greater com¬ 
petition between providers and 
the creation of a price mechar 


John Willman says NHS 
privatisation may yet be 
the result of reform 


A patient 
mistrust 
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nism to allocate resources 
would improve the quality of 
service without the injection of 
new sources of funding. 

The specific service alms set 
out in Working for Patients 
enjoy widespread public sup¬ 
port, according to Mr Gos¬ 
schalk. The public declares 
itself in favour of giving gen¬ 
eral practitioners greater 
responsibility for the delivery 
of health services and encour¬ 
aging hospital consultants to 
be more responsive to patients. 
But largely because they do 
not trust the Conservatives 
with the NHS, voters do not 
believe that the government’s 
reforms - about which they 
often lack knowledge - will 
produce these improvements. 

So, on past form, Mr Walde- 
grave’s sincere protestations at 
the conference will heighten 
still further voters’ fears about 
what the Conservatives are up 
to. Labour’s pugnacious health 
spokesman, Mr Robin Cook, 
will ram home the message 
that the Conservatives are 
hell-bent on privatising the 
fla g shi p of the welfare state. 

Mr Cook accepts, of course, 
that the government is not pri¬ 
vatising the NHS in the classi¬ 
cal sense of selling off the 
assets. And there is no compul¬ 
sion to seek private health 
cover: the state still under¬ 
takes to provide comprehen¬ 
sive health services - at least 
for now. Nor will patients 
arriving at hospitals or sur¬ 
geries have to pay for their 
treatment 

But the opp ositio n claims 
the reforms will strengthen the 
private health sector by desta¬ 
bilising the health service. The 
creation of independ ent tru st 
hospitals is a form of creeping 


p ri vatis a tion - they are por¬ 
trayed as having "opted out” of 
NHS controL And the provi¬ 
sions allowing GPs to spend 
health care budgets on behalf 
of their patients mean that 
scarce NHS funds find their 
way into private practice. 

The trust hospitals are 
dearly not in the private sec¬ 
tor (their independent status is 
rather like that of universi¬ 
ties). But to create competitive 
pressures, they are encouraged 
to adopt an entrepreneurial 
approach. For example, they 
can chase as much business 
from the private sector as they 
wish. 

The NHS Support Federa¬ 
tion, an umbrella organisation 
for opponents of the reforms, 
believes that trust hospitals 
will find the higher returns on 
selling services to the private 
sector irresistible. They will 
increase the number of beds 
they sell to the private sector, 
leaving fewer for NHS patients. 
Waiting times for operations 
will lengthen and more people 
will go privately. The federa¬ 
tion's director, Ms Julia Scho¬ 
field, predicts a downward spi¬ 
ral into a two-tier system, with 
those who can afford it going 
privately, and the remainder 
left with a rump NHS. 

The trust hospitals vehe¬ 
mently deny this will be the 
outcome. Mr John Greetham, 
who chairs the NHS Trusts 
Federation and is chairman of 
the St James's Hospital Trust, 
Leeds, says those involved in 
the first group of trusts would 
not have accepted trust status 
if they had believed the trusts 
were a route to privatisation. 

But there is agreement from 
opponents and supporters of 
the NHS reforms that trusts 


may find themselves under 
pressure to move further down 
the road to independence. Ms 
Schofield and Mr Tony Byrne, 
an executive member of the 
Conservative Medical Society, 
both predict, for example, that 
trusts will soon chafe under 
the rigid Treasury restrictions 
on their ability to raise ca p ital. 
If private capital is injected 
into trusts, they argue, it win 
be only a matter of time before 
they effectively go private. 

There are similar pressures 
on the GP fund-holding experi¬ 
ments currently going on in 
300 practices. These GPs are 
given funds to boy services on 
behalf iff their patients, includ¬ 
ing elective surgical operations 
for hernias and varicose veins. 

The more enterprising fund- 
holders have set up their own 
companies to provide their 
patients with consultations 
and simple operations at their 
surgeries. Their overheads are 
tower, so consultants can be 
offered sufficiently generous 
fees to lure them out of their 
ivory towers and treat patients 
rinsar to hnrnq , This Shift in 
power from consultants to GPs 
c ertain ly benefits the patients 
of the fund-holding GPs, but 
those whose GPs do not act as 
fund-holders may find it harder 
to see consultants at the local 
hospital If they are out doing 
surg ery in health centres. If all 
GPs became fund-holders, 
there would effectively be a big 
shift in treatment away from 
NHS hospitals to private 
arrangements made by GPs. 

There is also a cost to the 
NHS in this private provision. 
The money GP fund-holders 
have to spend includes a con¬ 
tribution to the capital costs of 
NHS hospitals. If a GP spends 
this money on p ri v a te arrange¬ 
ments, it is lost to the NHS - 
a leakage of already scarce 
funds to the private sector. 

So while the reforms have 
not formally privatised the 
health service, there are pres¬ 
sures that could lead to more 
private treatment and less 
NHS health care. Some NHS 
funds go into the private sector 
rather than the already cash- 
starved public sector (a conse¬ 
quence of the reforms Mr John 
Major unsuccessfully argued 
against while chief secretary to 
the Treasury). And there will 
be a temptation for parts of the 
NHS - the trust hospitals - 
to seek private capitaL 

Which way it goes depends 
on the predilections of the 
party in power. A government 
which thinks privatisation is a 
good thing will welcome such 
moves - provided it is not fee¬ 
ing an imminent election 
where the unpopularity of such 
moves would be demonstrated 
in the ballot box. A govern¬ 
ment not in favour of privatisa¬ 
tion coold make relatively 
small chang es to the rules to 
preserve the positive results of 
the reforms while erecting a 
firm barrier between private 
and public provision. 

In that sense, the voters who 
believe the Conservatives will 
privatise the NHS if they win 
the election may be right But 
it is unlikely to be by the sort 
of wholesale transfer of owner¬ 
ship which became familiar 
with gas and water. Rather it 
will be a development over 
time as the reforms create 
opportunities for the private 
health sector to grow. If that 
was indeed the case, the Con¬ 
servatives would have 
achieved the main aim of their 
NHS review of drawing in new 
finance, without the odium of 
privatisation at a stroke. 


Arts hopes 
extinguished 


■ Britain’s arts organisations 
need no telling that beggars 
can’t be choosers. So it's per¬ 
haps surprising that only two 
thirds of them said yes when 
asked if they would take spon¬ 
sorship money from tobacco 
c omp a nies inc r ea si ngly hard 
up for ways of advertising. 

Still, a good many of the rest 
who said no, evidently sighed 
as they said it For instance, 
the Brighton Festival and St 
David's Pail in Cardiff axe just 
two of the organisations sur¬ 
veyed by the Association for 
Business Sponsorship of the 
Arts which know that cuddling 
up to tiie tobacco companies 
would kindle the wrath of their 
main paymasters, their respec¬ 
tive local authorities. 

Others, from English 
National Opera to the London 
Symphony Orchestra and the 

Victoria* Albert Museum, 
described their attitude as 
“pra gmatic *', although all 
stressed that they would never 
accept tobacco money to pay 
for educational or 
children’s activities. 

Ironically, their agonising 
over the burning issue looks 
to be pointless. Although lead¬ 
ing manufacturer Gallaher 
has been bombarded with 
Hrity consultants’ premoss 
for diverting frustrated adver¬ 
tising money into (hearts, it 
has decided against Gallaher 
will go on advertising where 
permit ted while concentrating 
sponsorship on Formula One 
motor racing which eats up 
£9m - a sum that would make 
the arts world delirious. 

It can nevertheless console 
itself with the thought that 
what it doesn’t get, it cannot 
ynies Any new money supplied 
to the arte from tobacco would 
be liable to be axed by the lat¬ 
est EC proposals to restrict 
" indirect advertising” con¬ 
nected with the smoking habit 

A for worse problem would 
be if the health lobby decided 
to turn similar attention to 
the drinks trade. With their 
advertising already diluted 


Observer 


by restrictions, liquor compa¬ 
nies have become great fans 
erf the arts, freely pouring £5m 
or more yearly down their 
throat 


Close to home 


■ While Cyrus Vance's over¬ 
seas assignment as United 
Nations envoy to war-torn 
Yugoslavia will demand all 
his negotiating skills, he feces 
a Stateside mediation problem 
that threatens to prove even 
more intractable. 

The former US secretary of 
state, who helped to bring 
about t he 1979 Camp David 
agreement between 
: and Israel, has been 
to help settle a budget 
dispute between New York's 
Governor Mario Cuomo and 
state chkf judge, Sol Wadi tier. 

A suit Wachtier filed against 
Cuomo, demanding more cash 
for the court system, has 
drawn an instant countersuit 
from the outraged governor. 

A federal judge, describing 
the tussle as “an unseemly 
conflict*, asked Vance to medi¬ 
ate. But the two titans of New 
York are refusing to lay down 

their weapons. 


New dimension 


■ Sir Michael Caine, chairman 
of the Booker international 
foods group, dearly has a 
penchant for broadcasting. 
Besides being an ex-member 
of the Independent 
Broad c asti n g Authority, he 
is chairman of the One World 
Broadcasting Trust dedicated 
to using television to 
demonstrate the inter¬ 
dependence of the world. 

He is now adding a local 
dimension to the One World 
Mg picture by accepting the 
chairmanship erf Five TV, a 
consortium aiming to bid for 
the UK’s new national - 
television network, Channel 5. 

Five TV, backed by the 



powerful Toronto-based Citytv 
group led by Moses Znaimer, 
hopes to launch City-based 
television in the UK if it wins 
next year's competitive tender. 
The transmitter plan allows 
for tailor-made programming 
for each of as many as 80 UK 
cities, on top of a national 
spine of programmes common 
toalL 

“We’re planning really good 
quality programmes fora 
different level of cost than 
ITV," says Chris Rowley, one 
of the Five TV team and a 
former IBA director of 

planning. 

Even so, the outlook for 
Channel 5 is still uncertain. 
Apart from the bid money, a 
successful applicant wffi nave 
to pay for the national 
transmitter system and the 
retuning of several million 
video recorders currently 
cluttering up the frequencies 
the new channel will need. 


Inscrutable 


■ Smoothness prevailed at 
abrasive Korean tycoon Chung 
Ju Yung’s grand book* 
launching party in Seoul, 
despite the rift between him 


and his country’s political 
leadership. 

The founder of the 
fenuly-owned Hyundai Group 
and relatives who help to run 
it are the subject of an unusual 
gove rnment Investigation into 
alleged avoidance of 
inheritance taxes, which Seoul 
business circles believe is 
politically motivated. They 
see it as designed to muffle 
a powerful critic of the 
government. 

Nor will all of Chung’s 
bu s iness rivals feel flattered 
by his book. Ordeals But No 
Failures, which lambasts a 
good number of them. A prime 
example is Kim Woo Joong, 
fjhflfrrnan of the Daewoo 
textiles-to-shipbmlding 
conglomerate, who is criticised 
for simply acquiring the 
companies he heads rather 
than establishing any himself 
1 hate that style,” Chung’s 
book comments. 

At the party, however, 
political and business leaders 
alike flocked to offer the 
author their warm greetings, 
the lead being taken by Kim 
Young Sam, number two in 
the ruling party. 

True, there was one scuffle. 
But it turned out to centre on 
a sacked Hyundai worker 
demanding an apology from 
his former boss. 


Down table 


■ However hard-pressed 
premier John Major may be 
to fulfil his pledge to create 
a “ c l as s le s s society” in Britain 
as a whole, it seems to be In 
force already at the heart of 
government The cabinet 
office's mess - where senior 
mandarins could hmch 
secluded from their canteen- 

confined nnriprUnpe - has 
been closed because of faffing 
demand 

With a growing shortage 
of accommodation, the ex-mess 
is likely to be turned into 
offices. It an seems a long way 
from the Thatcher days when 
her private secretaries regu¬ 
larly trooped there for team 
briefings over the up-market 
pie and chips. 
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He might not 
have been 


U nles s Mr Edward Heath 
finally delivers, or Mrs 
Margaret Thatcher 
comes out with a blockbuster, 
this must be one of the last of 
the autobiographies of the 
Heath/Thateber period in Brit¬ 
ish politics. True, both Sir 
Geoffrey Howe and Mr Nigel 
Lawson have promised books 
of their own, but neither of 
them quite spanned the period 
in the way Mr Peter Walker 
did 

When Walker was at the 
peak of his political power in 
the early 1970s, Prime Minister 
Heath offered him a choice of 
two deputies at the Depart¬ 
ment of Trade and Industry. 
One was Howe, the other was 
Mrs Thatcher. Walker picked 
Sir Geoffrey, and comments 
now: “It was a fateful decision. 
Who can say how it might 
have worked out if 1 had cho¬ 
sen Margaret?” 

The young Walker was a 
whizz tod. He did not go to 
university - not because his 
background was especially dis¬ 
advantaged, but because 
nobody in his family had ever 
been to university before and 
nobody thought of it Instead 
he read the Financial Times 
from the age erf 12, with his 
father giving him 10 pence a 
week to buy it each day. 

He was advised at primary 
school to read George Bernard 
Shaw’s Intelligent Woman’s 
Guide to Socialism, Capitalism, 
Sovietism and Fascism. That, 
he says, was when he con¬ 
cluded that he was a Conserva¬ 
tive. 

He has been a Conservative 
of a kind ever since. In his 
youth he met the imperialist 
Leo Amery who told Mm that 
the absence of a university 
education must be compen¬ 
sated for in three ways: read¬ 
ing widely, becoming finan¬ 
cially independent and 

affqmring nn nnrlgrstawdfng of 

international affairs. 

Walker (fid aH that. He had 
started his own insurance bro¬ 
kers’ firm in the City by the 
time he was 20. He was the 
youngest Conservative candi¬ 
date in the 1955 general elec¬ 
tion, in a seat previously con¬ 
tested by Mr s Thatcher: their 
paths never stopped crossing. 

Mrs Thatcher entered parlia¬ 
ment in 1959, Walker in a 
by-election in 1961, but it was 
Walker who went whizzing up. 
Selwyn Lloyd as leader of the 
House m ade h im his parlia¬ 
mentary private secretary and, 
according to this book, showed 
him all the cabinet papers. 
When Mr Heath sought the 
leadership of the party in 1965, 
he asked the young Walker to 
organise his campaign. 

Under Heath’s premiership, 
Walker held in turn the two 
giant home departments - 
environment, and trade and 
industry. He was thoroughly at 
home with past leaders likg 
Harold Mar-miiian, and mag¬ 
nanimously advised Heath to 
promote new blood - like Mrs 
Thatcher. 

When Heath was toppled in 
1975 and Mrs Thatcher suc- 
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ceeded him as party leader, 
one of her first acts was to 
sack Peter Walker from the 
shadow cabinet One can-see 
why she did it In almost ^vary 
respect, their political outlook 
was completely different. 
Walker was corporate st, 
believed in big departments, in 
incomes policy, in Great 
Britain Inc, and thought that 
monetarism was a joke. Even 
on Europe, where be-once held 
views similar to those of Mrs 
Thatcher today, he had become 
a convert to the Community. 

Yet when she became prime 
minister, Mrs T hatehgr de ri d ed , 
that she could not dispense 
with him altogether. In 
Walker’s words, once pot more 
pithily by Lyndon Johnson; 
she decided that it was “tetter 
to have him in thaw out". The 
once potential rebel went along 
and was successively nifatata- 
of agriculture, energy secre¬ 
tary and Welsh secretary. 

He says that he didso partly 
out of party loyalty and partly 
because he was aBowed-to-te 
his own . man. Certainly the lat¬ 
ter was the case in Wales. She 
put him in the.Welsh Office; 
gave Mm the money and let 
him get on with it. 

Walker notes with pride that 
when the Soviet.Union.was 
first contemplating economic 
reform, the country sent a dep¬ 
uty prime minister “to look at 
what was happening in Wales 
under Petty Walker”. He adds 
that “if, fay some magic for¬ 
mula, I was to have , a say hi 
the running of the Soviet 
Union”, he would run it much 
as he ran Walesa For the 
record, he was the first senior 
British politician to ten'Mrs 
Thatcher that Mikhail Gorba¬ 
chev was a man with whom 
she could do business. -' 

In the end, this is rather a 
sad book. Walker Is perhaps 
too reticent about Ms business 
relationship with Jim - Slater,_ 
saying simply that he (Walker) 
“was lucky. I. left business in 
1970.... a financial success.” 
He claims perhaps more per¬ 
sonal credit than he should for 
the defeat of the miners’ strike. 
One always understood at the 
time that Nigel Lawson, as 
chancellor, was closely 
involved. For Lawson, or" 
indeed the Treasury as a 
whole, he has scarcely a good 
word to say. He gives, an 
account of the British Gas pri¬ 
vatisation and encomium of its 
chairman. Sir Denis Rooke, 
that not everyone will recog¬ 
nise. 

The saddest element of all is 
the extent to which Tory poli¬ 
tics seems to depend on per¬ 
sonalities and chance. Here .we 
are in 1991 facing much the 
same problems, like reorganis¬ 
ing local government Walker 
the politician might never have 
been. 
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m KWThey have already started in 
the EC Central Bankers* Committee. 

Ihe "ERM has now become what 
Brettpn Woods was in its heyday (and 
a gainst th e intentions of its founders): 
a system of almost permanently fw*»d 
exchange rates which are changed 
only with the greatest reluctance in 
the most dire emergencies. 

But there are some important dif¬ 
ferences with Bretton Woods. The lat¬ 
ter had no authority responsible for 
nMDtfaiy policy in the whole system. 
Tms tane there is a blueprint for a 
European central bank and the exist¬ 
ing reality of the Bwideshank, which, 
as its president Helmut Schlesinger. 
has indicated, is determined to get 
German inflation back to the 2 per 
cent region. 

If a core - group of European coun¬ 
tries becomes locked into a successful 
fixed exchange rate regime, with an 
agreed blueprint for a European cen¬ 
tral bank in readiness, it will be rela¬ 
tively straightforward to move from 
there to a single currency. 

. . It woul d then be self-defeating for 
any British government to refuse to 
join them, and expose its business 
community - including the City of 
London - to unnecessary residual 
currency risks. So if I hated the idea 
of tee Ecu with the Queen’s head on 
one side, I would indeed be worried 
that we had already taken tee first 
steps towards it 

Why nevertheless do I say that Mrs 
Thatcher ought to welcome the idea? 1 
have in mind the side of her that is 
heir to the 19£h century Manchester 
liberals and believes that the state’s 
role is mainly to hold the ring and 
provide common services. Far the big¬ 
gest excuse for state intervention in 
business affairs is the fear of an 
adverse balance of trade (which the 
great Scottish philosopher David 
Hume ridiculed so years ago). An 
economic Thatcherite should regard 
the balance of payments as a series of 
payments among companies and indi¬ 
viduals, who themselves must face 
the consequences if they borrow or 
spend too much. 

This will never quite be the case so 
long as there is a currency risk enter¬ 
ing into transactions across frontiers.. 
But in the words of the Spanish 
finance minister, Carlos Solchaga: as 
monetary union approaches, the 
Spanish balance of payments “will 
have as much relevance as tee bal¬ 
ance between Andalucia and the 
Basque country". 


economic Viewpoint 

Emu: Thatcher right 
— but don’t worry 

By Samuel Brittan 


COLLAPSE OF UK 
INFLATION 
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Of course regional problems will 
remain. But the mass of bogus prob¬ 
lems arising when perfectly viable 
economies have current deficits offset 
by investment inflows will disappear 
(the leading example being Spain 
itself). 

But man does not live by sound 
money alone. Will not a single cur¬ 
rency also mean a single fiscal policy? 
In one sense, yea. The fiscal dement 
in monetary union is wildly misun¬ 
derstood. Some people think of a body 
in Brussels or Strasbourg telling the 
British Parliament what Vat rates are 
to be, or laying down common rates of 
income or thresholds. No doubt 
that is what many Eurocrats would 
Uke to happen. But what is required 
to make monetary union work is 
something much more limited and 

If I hated the idea of the 
Ecu with the Queen’s 
head, I would be worried 


less politically explosive. 

All teat Is really needed is some 
binding agreement to prevent mem¬ 
ber countries running excessive bud¬ 
get deficits. (Indeed the negotiators in 
Brussels at the inter-governmental 
conferences have gone quite far in 
defining what “excessive" means.) 
Such a fiscal accord does not require 
European countries to agree on the 
level of government spending, still 
less an common tax rates (which after 
all differ among the US states). The 
need is just for an accord stating that 
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the gap to be bridged by borrowing 
will be kept within agreed limits. 

None of this is crying for the moon. 
The world already had a de facto sin- 
gle currency before the first world 
war, when the dollar, pound, Mark 
and franc were simply different 
names for the gold coinage. A bal¬ 
anced budget was also the norm in 
times of peace. These ideas can all he 
translated into modem practices and 
terminology. 

* * * 

Meanwhile, few people r ealis e quite 
how far UK inflation is being elimi¬ 
nated due to the combined affects of 
ERM membership and the domast i c 
demand squeeze. It is this inflationary 
kill-off which gives the Tories their 
best economic niaims at the election. 

liw credit for bote belongs to some¬ 
one who has been made the scapegoat 
for their misfortunes by less scrupu¬ 
lous Tories, namely Nigel Lawson. 
The UK would never have got near 
ERM membership without the long 
campaign by the former chancellor to 
show that it was not merely a Euro¬ 
gesture, but long overdue on eco¬ 
nomic grounds. 

Less well recognised was Lawson's 
courage in raising base rates to the 
unpopular height of IS per cent to 
break the inflationary momentum. He 
acted in the face of scurrilous per¬ 


sonal abuse from politicians suppos¬ 
edly on his side - and despite the 
snipping at his sterling policies from 
the Thatcher circle, which caused 
interest rates to rise higher than 
would otherwise have been necessary. 

Because of these unpopular actions, 
inflation is now set to fall further 
than it did in the last recession 
(although that was a severer one) and 
on a more durable basis. Tomorrow’s 
headline year-on-year Retail Prices 
Index will be distorted by the timing 

From now on chancellors 
will be *no dob golfers’ 

- and no harm done 


of mortgage interest changes. It will 
nevertheless understate the true 
counter-inflationary mrnnm him. 

CBI pay settlements are now down 
to 5’A per cent - a computation 
which disregards the one in 10 compa¬ 
nies where settlements have been 
suspended or postponed. The pay fig¬ 
ure must be seen in conjunction with 
the renewed rise in manufacturing 
productivity since the end of 1990. 
The tunxround has come earlier than 
in the previous deep recession of 
1980-81 and has been much st ronger. 


For, although manufacturing output 
has fallen much less than last time 
round, manufacturing employment 
has dropped just as steeply. As a 
result, output per hour has been ris¬ 
ing at an annualised rate of 8 per cent 
so far this year; and Keith Skeoch, of 
James Capel. makes a plausible case 
that it will rise to 10 per cent in 1992. 

Norman Lament was quite right to 
say that headline UK inflation is 
almost certain to drop below the Ger¬ 
man rate in the next month or so, 
even if he did not add that this would 
be because of opposite distortions in 
the two countries’ price indices. Much 
more significant is the likelihood of 
the underlying gap between the two 
countries closing in the course of 
1992. Collapsing inflation is itself a 
stimulant to consumer spending, 
without waiting for a prior expansion 
in the money supply. 

Lawson was accused of being a 
“one club golfer” because he relied on 
interest rates to tanky the last infla¬ 
tion. From now on however, chancel¬ 
lors, so far from having more weap¬ 
ons. will not even have the interest 
rate one. In other words they mil be 
“no club golfers". I shall shed no 
tears. The economy is not a game of 
golf. If you are looking for a system 
with the maximum number of eco¬ 
nomic weapons the model is the late 
and unlamented German Democratic 
Republic. 

The first year of British ERM mem¬ 
bership. when base rates fell by 4V4 
percentage points gave an altogether 
misleading idea of the scope for uni¬ 
lateral interest rate changes. The 
moves were possible because of the 
extremely large differential between 
British and German rates, which was 
originally 6 percentage points and has 
been eroded to 1 percentage point as 
credibility has been established. 

It is unlikely that sterling’s jitters 
this week will be enough to reopen 
the interest rate differential against 
the pound. But they do confirm that 
the foreign exchange market still has 
a slight dislike for the prospect of a 
Labour government More important 
they show that sterling cannot afford 
any more interest rates reductions for 
which the initiative is rumoured to 
have come from No 10 rather than No 
11 Downing St (as with the last half 
per cent cut). 

Assuming that confidence in the 
parity is maintained, even the chan¬ 
cellor will only have a marginal influ¬ 
ence on UK base rates. From now on 
interest rate policy will be run at EC 
— a tiiI in practice «hii German — 
levels. The main weapon against UK 
Inflation will no longer be domestic 
monetary policy, but the knowledge 
that inflationary cost inO Wf can¬ 
not be passed on in international mar¬ 
kets or even in import-sensitive 
dnmagtip ones. The initial impact of a 
counter-inflationary squeeze will no 
longer be felt in property prices or 
domestic services, but in traded 
goods, inrimling manufacturing. 

These are important ehang ps in the 
rules of the game which will occur 
even under the present bard version 
of the ERM, let alone a fuller mone¬ 
tary union. It is time to be more folly 
prepared for them. 


LOMBARD 

Hurt feelings, 
burnt rubber 

By Ian Davidson 


L ast weekend in the 
Netherlands a meeting 
of the European Commu¬ 
nity’s Council of Ministers 
gave rise to an extraordinary 
scene of cops and robbers. 
When the meeting broke up, 
Mr Roland Dumas, the French 
foreign minister, and his Ger¬ 
man counterpart, Mr Hans- 
Dletrich Genscher, engaged in 
an unseemly car chase in an 
attempt to pre-empt the presi¬ 
dential press conference of 
Messrs van den Broek of the 
Netherlands and Jacques 
Deters of the Commission. 

They failed; but their school¬ 
boy display of pushing and 
shoving did not end there. 
Messrs Dumas and Genscher 
announced they would be hold¬ 
ing their own meeting tomor¬ 
row to discuss the defence 
dimension of the future Euro¬ 
pean political union, which 
they would “co-ordinate with 
other member states on the 
same wavelength”. 

Since then tempers have 
cooled. The French and Ger¬ 
man foreign ministers have 
(almost) apologised to their 
Dutch colleague; they have 
denied any intention of dis¬ 
courtesy towards the Commu¬ 
nity presidency; and tomor¬ 
row’s cabal of like-minded 
member states turns out to be 
nnthing more than another 
bilateral Franco-German meet¬ 
ing, with the modest addition 
of the Spanish foreign minister 
to make up the numbers. 

The history of the EC boasts 
rather few memorable car 
chases, and one is tempted to 
riismias this one as a tempo¬ 
rary breakdown in an other¬ 
wise impeccable diplomatic 
machine; but in fact it may tell 
us something quite interesting 
about what is going on. 

In the first place, these 12 
foreign ministers have been 
negotiating with each other 
almost continuously for sev¬ 
eral months. The political 
union treaty is a project with 
massive implications for the 
future, and the Yugoslav crisis 
is already spelling out some of 
these implications before the 
Community is quite ready. 
Nobody should be surprised by 
a little breakdown. 

But there is obviously more 
to it than that Even if the for¬ 


eign ministers were overtired 
and scratchy, the histrionics 
were symptomatic of more pro¬ 
found issues. 

The obvious explanation Is 
that the French were incensed 
by last week’s Anglo-Italian 
statement urging the develop¬ 
ment of a European defence 
identity closely linked to Nato. 
By contrast, France and Ger¬ 
many have repeatedly argued 
for a European defence identity 
closely linked to tee Commu¬ 
nity; and Pumas and Genscher 
may be expected to repeat that 
arg umen t on Friday. 

Last weekend's flare-up may 
have deeper reasons, however. 
Under President Mitterrand, 
the French have long been 
accustomed to playing the Pied 
Piper to their Community part¬ 
ners; but now they may be 
afraid of losing control of 
events. 

To be sure, they do not like 
the pro-Nato flavour of the 
Anglo-Italian paper. But what 
really upsets them is the signa¬ 
ture of the Italians, whom they 
have assumed they could count 
in tee irwenmititinnal pro-Com- 
munity camp. The French 
boast of their bilateral links 
with Germany, but they do not 
care for the bilateralism of oth¬ 
ers. 

But last week’s deviatlonism 
by the Angto-Italians was triv¬ 
ial compared with the sin of 
the Germans, who committed 
the double fault of (a) signing a 
bilateral statement with the US 
in which (b) they proposed the 
creation of a co-operation coun¬ 
cil between Nato and the coun¬ 
tries of eastern Europe. The 
French accuse the Germans of 
making gratuitous concessions 
to US ambitions, of expanding 
Nato's political role, and of 
weakening the Community. 

In the wake of Sunday's car 
chase, the French PR fine was 
a mass of confusion and con¬ 
tradiction, and no wonder. 
President Mitterrand insists 
♦hat the Community must have 
a federal vocation. He also 
insists on the question of 
d efen ce as the ultimate litmus 
test But he further insists that 
the federal principle does not 
apply to defence. No wonder 
his foreign minister eventually 
feels the need to break out 
with a good car chase. 
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Government may function best when 
sovereignty is seen as divisible 


From Mr Brian Reading. 

Sir, Why do politicians treat 
sovereignty as if it were virgin¬ 
ity, to be retained or lost? It is 
divisible. The real issue is at 
what level each function of 
government is best performed. 
Emptying dustbins should 
probably be left to local gov¬ 
ernment. Regions ought per¬ 
haps to control the police. 
National governments should 
have the last say on education 
and tee European Community 
on air traffic control, it is 
unlikely that everybody will 
agree with these examples. But 
that is the point The debate, 
as over states’ rights in Amer¬ 
ica, should be about who con¬ 
trols what 

Talk of a Brussels strait- 


Greenpeace and 

From Mr Stephen G Sawyer. 

Sir. Peter Knight’s article 
(Business and the Environ¬ 
ment, September 25) concern¬ 
ing Greenpeace's campaign to 
stop Albright and Wilson from 
polluting the Irish Sea con¬ 
tained the most astounding 
assertion by the company’s 
spokesman, Mr John Pickup, 
which cannot pass uncor¬ 
rected. He states; "We have 
never imposed a load on the 
environment above our con¬ 
sent leveL" 

This will be news to the 
magistrates who convicted the 
company in August for doing 
just that in a court case 
brought by Greenpeace, the 


jacket is nonsense. In those 
areas of government best deter¬ 
mined and performed at the 
Community level, Brussels 
should he able rigorously to 
impose European regulations. 
The same is true of national, 
regional and local government 
The issues are how, democrati¬ 
cally. laws should be made at 
all levels of government and 
how sovereignty should be 
divided between them. 

Freedom is best ensured by 
the dispersion of sovereignty, 
its evolution upwards and 
devolution downwards. The 
reverse was the Thatcherite 
goat During the past decade 
power has been increasingly 
concentrated in Westminster. 
Given our unfair electoral sys- 


the ‘irrationality’ 

first such private prosecution 
of a chemical company undo 1 
tee Water Act 1989. The com¬ 
pany revealed in court that it 
had exceeded its pollution 
licence at least periodically 
over the previous two years 
and had deliberately done so 
during experiments last year in 
a bizarre attempt to refute our 
allegations. 

We have accordingly initi¬ 
ated a second prosecution of 
Albright and Wilson which 
details five separate pollution 
offences concerning illegal dis¬ 
charges of heavy metals into 
the Irish Sea. This is hardly a 
path our legal advisers would 
have suggested we pursue bad 


tem and the bloated powers of 
our executive, together with 
the bad job governments of 
both parties have made of run¬ 
ning the country, a diminution 
of Westminster’s area of 
authority seems desirable. 

One should also remember, 
when anti-Brussels politicians 
beat the nationalist drum or 
when pro-Europeans oppose 
referenda, that all have a 
vested interest in maintaining 
the preeminence of Westmin¬ 
ster and its largely undemo¬ 
cratic system of elected dicta¬ 
torship. 

Brian Reading , 

Lombard Street Research, 
Export House, 

2&31 Ironmonger Row, 

London EClV 3PN 


of pollution 

the company’s responses as 
reported in your article been 
conect 

In addit ion, official National 
Rivers Authority data shows 
that almost 70 per cent of the 
times the NRA has tested the 
discharge, it has been over the 
legal limits it has set 

Finally, Greenpeace is 
accused by Mr Pickup of “hor¬ 
rifying irrationality”. To ns it 
is the legalised polluting of the 
world's oceans which is horri¬ 
fyingly irrational 
Stephen G Sawyer. 
executive director, 

Greenpeace International, 
Keizersgracht 176, 

1016 DW Amsterdam 


Extraordinary 

conclusions 

From Dr Frank A Heller. 

Sir, You report the employ¬ 
ment secretary, Michael 
Howard, saying (“Works coun¬ 
cils opposed, says Howard”, 
October 9) that a significant 
majority of people who 
responded to a departmental 
inquiry believed that manda¬ 
tory works councils, as pro¬ 
posed by the European draft 
directive, would undermine 
gristing employee involvement 
and seriously damage business 
efficiency. 

These are truly extraordi¬ 
nary conclusions in view of the 
uncontested fact that such 
works councils have not ruined 
German business efficiency, 
nor that of other European 
countries which long ago 
adopted manda t ory sc hemes . 

What is particularly serious 
is the poor scientific basis on 
which the employment depart¬ 
ment is prepared to make such 
statements. You report that 445 
organisations ware sent ques¬ 
tionnaires, but the minister’s 
conclusions were based on 
only one-quarter of that num¬ 
ber. This is no way to conduct 
marketing or politics and it is 
no way to impress our Euro¬ 
pean partners that we are suffi¬ 
ciently serious to make a use¬ 
ful contribution to their 

rletiheratinwa 

Frank A Heller, 

84 Wood Vale, 

London N10 3DN 
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Britain’s charitable sector needs stronger supervisory body 


t Ansel Harris. 

[t is expected that the 
3 speech at the end of 
nth will announce iegis- 
iased on the 1988 Chari- 
ilte Paper. 

[ay 51990 yon published 
>r from me, “Oxfara 
needs fresh blood”. An 
by the Charity Cota- 
n had just been 
iced following Oxfam's 
i.to launch a campaign 
continued sanctions 
: South Africa. The 
r was to investigate 
•r Oxfam’s campaigns 
i “undue political activ- 
ie letter suggested that 
estigation, the fourth in 
irs, be conducted by a 
sioner who would come 


new and fresh to the subject, 
or better still, be an outsider, a 
member of the legal profession. 

Id May 1991 the results of 
the inquiry were published, 
but were deficient on two 
counts. First in March 1990 the 
n rigm trustees were cautioned 
by the Charity Commissioners 
after they found evidence that 
“makes it dear that Oxfam has 
taken sides in political contro¬ 
versies within foreign coun¬ 
tries”. They wrote to the trust¬ 
ees "requiring among other 
things their assurance that 
material of this nature will not 
be published in the future”. 

And yet, a year later, after 
finding “that some of their cur¬ 
rent campaigning work was 
political and not charitable". 


the commissioners decided not 
to use their powers because 
“they accept that the trustees 
acted in good faith”! 

The second deficiency relates 
to the commissioners’ confir¬ 
mation at the outset of the 1990 
inquiry that a complaint raised 
about the political thrust of 
“an education booklet, Pales¬ 
tine & Israel would be consid¬ 
ered as part of the commission, 
ers’ inquiry". For it 
subsequently transpired that 
when Oxfam was informed of 
the topics to be reviewed “in 
the light also of the guidance 
given to Oxfam trustees in 
recent years” this publication 
was grrlndpri- 

These specific instances 
demonstrate the urgent need 


for the Charity Commission to 
use the powers it already has 
and to be strengthened is 
areas where It needs strength¬ 
ening. 

“The annual turnover of a 
charitable sector is now some 
£13bn" (1989 Charities White 
Paper), government funding 
and tax concessions to over 
£2^bn. The sector requires a 
stronger watchdog and super¬ 
visory authority than it pres¬ 
ently enjoys. It is to be hoped 
that proposed legislation will 
acknowledge this and provide 
for it . 

Ansel Harris, 

notional honorary trsasttrer, 
Oxfam. (1980-1986), 

23 FemcroR Avenue, 

London NW3 



UNICEF 

A SPECIAL SAVINGS ACCOUNT FOR 
YOUR COMPANY’S MONEY. 


It will attract a considerable amount of 
interest. Not just from the millions of children 
whose lives you will help to save from such easily 
preventable diseases as diarrhoea and measles. 
But also from the millions of people who use 
your services or buy your products. 

Because this is not simply a personal 
donation. It's company sponsorship. We think 
it's a more business-like way of raising money. 
But then we're a more business- 
minded voluntary organisation. 

Companies like Sainsbury’s, 


British Gas, Chronicle Communications, Forte 
Restaurants, Virgin Atlantic Airlines and 
the Ecclesiastical Insurance Group have all 
appreciated the benefits of a partnership with 
UNICEF. As have a countless number of 
children worldwide. 

For more information on how your 
company and UNICEF can work together call 
Michael Lyddiard on 071-405 5592, or fax him 
on 071-405 2332. You'll find that 
doing some good in the developing 
world can be very good for business. 


UNICEF 

United Nations Children’s Fund. 

annua children a future 
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Leading contenders reach truce in race to produce next-generation recording system 

P hili ps and Sony announce audio deal 


By Michael Skapinker in London and Emiko Terazono In Tokyo 


MUSIC LOVERS awaiting a 
next-generation recording sys¬ 
tem to complement their com¬ 
pact disc players were yester¬ 
day faced with a likely choice 
between two incompatible 
products. 

Some had hoped the competi¬ 
tion to develop a new high- 
fidelity recording system 
would produce a clear winner 
and make future purchasing 
de cisio ns easier. Instead, Phil¬ 
ips of the Netherlands and 
Sony of Japan, the two leading 
contenders, yesterday reached 
an apparent truce and 
announced support for one 
another's technologies. 

Philips has agreed to help 
simplify licensing procedures 
for Sony’s proposed Mini Disc, 


a miniaturised version of the 
compact disc which can record 
music. 

In return, Sony's music sub¬ 
sidiaries will sell tapes for the 
Digital Compact Cassette 
(DCC) from Philips, which 
looks like a traditional audio 
casse tte but matches the qual¬ 
ity of sound of a CD. 

Some music industry execu¬ 
tives believe Philips stands to 
gwin more from the agreement 
than Sony. Philips's product, 
expected to be released in the 
first half of next year, is at a 
more advanced stage and 
observers believe the agree¬ 
ment indicates the Dutch 
group's confidence. 

The two companies, which 
developed the CD together. 


believe there is a consumer 
market for better recording 
technology. Worldwide unit 
sales of cassettes fell last year 
for the first time since they 
were introduced in 1965. 

Consumers who want to lis¬ 
ten to DCC will have to buy a 
new tape player which is 
expected to sell for between 
£300 and £500. DCC machines 
will also play traditional audio 
cassettes. 

Philips said 59 electronics 
and music companies had 
already agreed to back DCC. 
They include the Japanese 
groups Matsushita, Sharp and 
Sanyo, and music companies 
such as PolyGram, EMI, 
Warner, MCA and BMG. Phil¬ 
ips said Sony has agreed to 


become DCCs 60th backer. 

Sony, which bought CBS 
Records in 1988, confirmed it 
would produce DCC tapes. It 
said it had not decided whether 
to make DCC players. 

In return for Sony's support. 
Philips will assist the Japanese 
group in developing the Mini 
Disc. 

Philips holds technical 
patents for the optical mag¬ 
netic disc technology and other 
aspects of the Mini Disc sys¬ 
tem. The Philips and Sony 
patents will be put into a com¬ 
mon pooL Electronics compa¬ 
nies will be able to apply to 
Sony far a licence rather than 
having to negotiate separate 
contracts with both Sony and 

P hilips 


Peace conference efforts complicated by two volatile issues 

Israel defiant on flights over Iraq 


By Hugh Camegy in Jerusalem 


ISRAEL yesterday said it 
would take whatever action it 
saw fit to counter a missile 
threat from Ba ghdad , rebuffing 
US complaints over flights by 
Israeli Jet fighters over Iraq. 

At the same time, Jewish 
activists backed by ministers 
opposed to US efforts to con¬ 
vene a Middle East peace con¬ 
ference occupied several 
houses In east Jerusalem. They 
are trying to establish a perma- 
nent Jewish presence in an 
Arab neighbourhood occupied 
by Israel during the 1967 Six 
Day War. 

The two highly volatile 
Issues will complicate the task 
of Mr James Baker, the US sec¬ 
retary of state, who is doe to 
return to the region at the 
weekend for the eighth time to 
try finally to overcome scepti¬ 
cism among Arabs and Tsrapifc 
about starting talks. 

Yesterday, the Syrian Times, 
an official mouthpiece, said 
Israel was leaving no chance 
for peace, but was preparing to 
launch “more armed attacks 
on the Arabs”. It called on 
Washington to cool “the hot 
heads of Israeli leaders”. 

The White Honse com¬ 
plained directly to Mr Yitzhak 
Shamir, the Israeli prime min¬ 
ister, about reports that four 
Israeli F-15 fighters had flown 
over Iraqi territory on Friday, 
apparently on a surveillance 
mission. 

In its complaint to the 
United Nations, Iraq said the 
aircraft entered Iraqi airspace 
from Syria and left into Saudi 
Arabia. Hie aircraft could not 
have reached Iraq without vio¬ 
lating the airspace of either 
Syria, Jordan or Saudi Arabia. 

Washington was clearly anx¬ 
ious that such action could 
provote military confrontation 
with Baghdad, disrupting UN 
efforts to neutralise Iraq’s 
offensive capability, and upset 
any other states overflown just 
as they are being coaxed into 


* v St; 



Israeli border police att 
neighbourhood of SHwan w 

peace negotiations. 

Israel was unrepentant Mr 
Mo&he Arens, the defence min¬ 
ister, said: "We win take an 
steps we see fit under present 
circumstances. According to 
our evaluation, the Iraqis stfll 
have the capacity to launch 
missiles at Israel and therefore 
any intenigen«» connected to 
this capacity is valuable to us.” 

The government, which 
acceded to US pressure not to 
retaliate against 40 Iraqi Send 
missile attacks on Israel dining 
the Gulf war, is worried that 
US threats to res ume militar y 
action against Iraq could pro- 


lice attempt to defuse tension after a scuffle In the Arab 
utiwan where Jewish settlers have taken ova: a number of houses 


voke renewed Iraqi attacks on 
Israel. 

But Mr Shamir would also 
have been frilly aware of the 
possible political impact on the 
peace process made by taking 
such action now. Likewise, he 
must realise the disruptive 
potential of yesterday’s night- 
time swoop on houses in the 
Jerusalem Arab neighbour¬ 
hood of SUwan by a group of 
armed Jewish settlers. 

The group, saying they had 
legal title to the buildings, 
later vacated all but one of the 
houses. They were backed by 
Mr Ariel Sharon, the housing 


minister, and other right-wing 
ministers who make no secret 
of their desire to sabotage the 
peace conference. 

Mr Shamir has not gone that 
far, but his enthusiasm for the 
peace conference has cooled. 
He sees a clear US tilt in 
favour of the Arabs - by link¬ 
ing extra US financial assis¬ 
tance to the peace ten** - and 
the backdoor entry into the 
process by the Palestine liber¬ 
ation Organisation, evidenced 
by the PLO-US go-between role 
assumed by Palestinian negoti¬ 
ators Mr Faisal H ussehd and 
Mrs Hunan Ashr awi 


Banks lend Algeria $1.5bn to ease debt 


By Francis Ghll&s in London 


A GROUP OF eight 
international banks, co-ordi¬ 
nated by Credit Lyonnais, has 
agreed, to lend Algeria $L5bn 
over the next 18 months in a 
rollover deal to ease debt 
repayments. 

The money will help Alge¬ 
rian banks, represented by 
Credit Populaire d’Algerie, to 
repay the principal on medium- 
term commercial bank loans, 
which carry no guarantees 
from western governments. 

The debt rollover should 
give Algeria greater room for 
manoeuvre as it continues 
efforts to liberalise the econ¬ 
omy after years of socialist 
rale. 

Austerity policies over the 
past few years have been a fac¬ 
tor behind urban riots and the 


rise in I slamic f undam ental, 
ism. 

An accord between Algeria 
and its commercial bankers 
was a condition needed for the 
EC to release the first tranche 
of the Ecu400m ($488m) loan to 
Algeria in support of the coun¬ 
try’s economic recovery agreed 
last month. 

The EC money will go to 
rebuild the- hard currency 
reserves, which fell to $500m 
during the summer. 

Reserves also include 5.4m 
troy ounces of gold, whose 
market value is just under 
$2bn. 

Foreign bankers had been 
alarmed by made 

in summer by members of the 
Algerian government, led since 
the June riots by Mr Sid 


Ahmed Ghozali, that the gover¬ 
nor of the Banque d’AIg&ie, 
Mr Abderrahmane Had} Nacer, 
had sold some of the gold. 

The amount of gold is 
unchanged, its market value 
just below $2bn. 

At the same time, Algeria’s 
deal with the banks wxR allow 
the IMF to proceed with fur¬ 
ther disbursements of Its 
SDR300m (J405m) facility 
agreed in June. 

The first tranche of the com¬ 
mercial bank credit amounts to 
gLlbn, with a maturity of eight 
years. 

It wifi help “reprofile" cred¬ 
its with maturities of two years 
and more, two-thirds of which 
are held by Japanese banks. It 
earries an interest rate of L5 
per cent over Libor. 


The second tranche, with a 
five-year maturity, will help 
refinance letters of credit with 
maturities from 360 days to 
two years, the bulk of which 
are held by French and Arab 
banks. It carries an interest 
rate of 1.375 per cent over 
Lflbor. 

The agreement will help 
Algeria reduce its debt service 
ratio next year from the cur¬ 
rent 73.4 per cent of exports to 
around 60 per cent in 1992. 

Of the $5.9bn in external 
funding for thfa year, $2Sbn 
will come in export credits, 
$S40m in multilateral credits 
(two thirds from the World 
Bank), gl.47bn i n bi lateral 
credits (including $800m from 
Italy), and roughly Slbn from 
International banks. 


Portugal seeks EC unity I IMF warns Soviet Union 


Continued from Page 1 


increase in EC aid and greater 
flexibility In fond usage when 
the financial assistance pack¬ 
age was discussed next year. 

“What we ask for is time and 
support for restructuring," he 
added. "We expect finnnHai 
resources not to diminish Dif¬ 
ferent countries most qualify 
for structural funds depending 
on their conditions. Structural 
funds should rise as a propor¬ 
tion of the Community’s total 
budget, and will have to 
increase in order to achieve the 

new objectives defined in polit¬ 


ical union.” 

Portugal will also need 
greater resources, he says. “I 
fhtnic the structural funds (for 
Portugal] will have to increase 
substantially in the next four 
years.” 

The levels at government fin¬ 
ancing for EC-backed projects 
should also be revised, as they 
put pressure on the budget - 
the deficit this year is expected 
to be near 6 per cent of gross 
domestic product — by increas¬ 
ing expenditure. "We have to 
reduce our budget deficit to 
create the condition for joining 
ihe EMS.” 


Con tinned from Page 1 


tive drop in eastern Europe 
between 1989 and 1991 ranges 
from about 10 per cent in 
Czechoslovakia and Hungary 
to 35 per cent in Bulgaria. 

• Quentin Peel In Bonn 
writes: Germany called on the 
Soviet Union to produce details 
of its balance of payments situ¬ 
ation and the extent of its gold 
and foreign currency reserves, 
in time for talks with the G7 
nations in Bangkok 
tomorrow. 

Mr Theo Waigel, the German 
finance minister, said the 


Soviet Union and its constitu¬ 
ent republics most now “open 
their books” to enable the 
western world to put together 
an appropriate package of 
assistance. 

His plea reflects western 
frustration at the lack of reli¬ 
able information from the 
Soviet Onion, as well as at the 
uncertainty about whom to 
deal with in Moscow. 

Mr Waigel repeated German 
concern about the need for the 
Soviet Union to honour its 
debts, which he said should be 
perfectly manageable in the 
long term. 


UK moving 
towards 
return of 
boat people 


By Lionel Barber, US 
Editor, in Washington 


THE British government, 
gamhlmg that, it has neutral¬ 
ised US objections, is expected 
to announce next week that it 
intends to go ahead with the 
farced repatriation to Vietnam 
of boat people in Hong Kong 
who have been denied refugee 
status. 

The US has strongly opposed 
the forced return of tens of 
thousands of Vietnamese, but 
has offered no public criticism 
of an agreement on repatria¬ 
tion reached between London 
and Hanoi at the end of last 

month 

The low US profile follows a 
letter from Mr John Major, the 
British prime minister, to Pres¬ 
ident George Bush in which 
the British prime minister set 
out the arguments for repatria¬ 
tion, and urged the administra¬ 
tion to view sympathetically 
Britain's efforts to tackle the 
refugee crisis in Hong Kong. 

President Bush has yet to 
respond to Mr Major's letter, 
and US officials cautioned yes¬ 
terday that he was receiving 
conflicting advice on how Ear 
he should support the British 
position. 

Some 64,000 boat people are 
being held in Hong Kong, 
many in squalid camps. Nearly ! 
20,000 have flooded into the 
British colony this year, with 
some 3,000 arriving last month 
alone. 

Mr Major told Mr Bush that 
the Hanoi government has 
assured Britain that no refugee 
who returns to Vietnam will 
fece persecution, and that both 
the British government and 
the United Nations High Com¬ 
mission on Refugees (UNHCR) 
will monitor the returning boat 
people, according to a US offl- 
rial. 

A second key point is that 
Vietnamese migrants to Hong 
Kong will be screened to dis¬ 
tinguish between economic 
and political refugees under a 
programme managed by the 
UNHCR and agreed under a 
Comprehensive Plan for Action 
at a UN conference in Geneva 
in 1989. 

Under the British plan, repa¬ 
triation will unfold in three 
stages. So-called "double-back¬ 
ers" - those who have 
returned to Hong Kong a sec¬ 
ond time around - will go 
first; new arrivals from Viet¬ 
nam will follow; the third cate¬ 
gory will be those already 
screened under United Nations 
procedures. 

The US attitude remains a 
crucial factor. Washington 
refuses to normalise relations 
with Vietnam or lift the trade 
embargo until Hanoi accounts 
for American soldiers still 
“missing in action" from the 
Vietnam war, and plays a full 
role in a peace settlement in 
Cambodia. 

However, in a sign of its 
ambiguous policy, the US has 
pledged to support the princi¬ 
ples of the 1989 Geneva confer¬ 
ence. while still opposing forc¬ 
ible repatriation. 

US officials said yesterday 
that future public comments 
would be influenced by how 
delicately the British and Hong 
Kong authorities handle the 
deportations. There was an 
outcry in the US after Hong 
Kong deported 51 boat people, 
many women and children, in 
December 1(89. 

Mr Major is expected to 
announce the repatriation deci¬ 
sion during next week's Com¬ 
monwealth conference in Zim¬ 
babwe. 


WORLDWIDE WEATHER 
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Philips, however, has made 
no commitment to Mini 
Disc players itself. PolyGram, 
a Philips subsidiary, said it 
had no Immediate plans to 
issue music recorded on the 
format. 

Support from music compa¬ 
nies will be essential to the 
success of Sony’s system. The 
refusal by record companies to 
sell music on Digital Audio 
Tape (DAT), an earlier Sony 
system, ensured its failure in 
the consumer market. 

Sony says EME, Warner and 
BMG have agreed to support 
the Mini Disc. The three com¬ 
panies confirmed they were 
interested in the system but 
believed DCC would; reach con¬ 
sumers first. 


A less than sterling 
performance ' 


Things must have come to a 
pretty pass when the Bank of 
England intervenes to support 
sterling in the middle of a Con¬ 
servative party conference. 
Admittedly the currency man¬ 
aged to recover some ground 
by yesterday's dose, but the 
feet that it is now caught up in 
the political crossfire has dis¬ 
turbing implications for equi¬ 
ties too. The verdict of the for¬ 
eign exchanges appears to be 
that while the Labour Party 
conference last week boosted 
Mr Kinnock’s standing, the 
Tories have floundered amid 
controversy over health and 
transport and fears that Mrs 
Thatcher would steal the show. 

With sterling still some five 
pfennigs above its effective 
ERM floor there is room to sell 
tt lower. Moreover, its weak¬ 
ness shows how risky a small 
differential with German inter¬ 
est rates actually is. Mr 
Major’s decision not to hold an 
election in November immedi¬ 
ately made a conference rate 
cut less likely. Now it looks as 
though it could be months 
away. 

Against that, the chancel¬ 
lor’s reminder that inflation 
will soon fall below that of Ger¬ 
many impresses little. Even 
the International Monetary 
Fund, which is relatively opti¬ 
mistic on the recovery, says 
UK policy will have to remain 
tight to ward ag ains t inflation 
next year. With house prices 
likely to fen this year, there is 
not much of the famous ‘Teel- 
good” factor in prospect. 
Indeed, the old risk of a vicious 
circle is resurfacing, in which 
political worries destabilise 
financial markets, preventing 
the very rate cut which would 
have calmed the voters. 


FT-SE Index: 2^84.1 (-15.4) 


Moneycentre Banks 


S a P Index relative to the 
S & P Composite Index 
120 


?I. ■ U' *r V* 

N'>U'rir-T T .sSi 


L 

iiiiiiiiiijiii; 







1986 87 88 89 

Sown; Dataatnam 


against Lloyds seems rather 
less convincing. It assumes 
that as a powerful retailer, 
Lloyds can pick and choose 
among the most profitable 
drugs and use its own distribu¬ 
tion rihannels for those, leaving 
specialist wholesalers to 
deliver the rest. But this 
applies in trumps to Boots, 
which not only has a signifi¬ 
cantly more powerful market 
position as a retailer, but in 
addition manufactures drugs. 

If its bid is eventually 
blocked, it will look suspi¬ 
ciously as if Lloyds is paying 
the price for a long-standing 
competitive weakness in the 
wholesale delivery of prescrip¬ 
tion services. More likely, the 
bid will be cleared, in which 
case shareholders in both 
camps will have good reason to 
be aggrieved at the unneces¬ 
sary delay. 


accounts directive in 1995 ; 
secondly because there is a 
belief that by highlighting / 
their hidden wealth in'tikis way 4' " 
traditional companies will'be f . 
able to boost the value of their if- 
shares. 

Agreement on accruals sbw 
looks further away as a resvdt f - 
of the Actuaries’ - latest V 
remarks. The objections are 
that the proposed method 
focuses too modi on the profit 
and loss account, does not 
apply to mutuals, may not be ^: : * 1 ” 
compatible with the EC dvec- ^ ' 
tive, and could excessively « 
Increase the volatility of )\ 
reported profits. The AB1 now 11 
has to study all responses but (1 
the betting is that at the least 11 
it will have to go back to the 1 ** 
drawing board for another by. 

Just as banks had to lift u 
their skirts a few years'ago, 
insurance companies will even- 
tually follow. From investors’- • 
point of view a consistent ' . 
approach should be para- 
mount It is worrying that after 
two years work by some of foe ^**s*es a 
best brains in the business a - 
solution remains so ter off 


US banks 


Lloyds/Macarthy 

The surprise referral to the 
Monopolies and Mergers Com¬ 
mission of Lloyds Chemists’ 
£83m recommended bid leaves 
Maearthy high and dry. A few 
weeks ago, it had three bids on 
the table; today. Grampian 
Holdings’ offer is the only one 
to have survived the scrutiny 
of the Office of Fair Trading, 
but it has been rejected by 
Macarthy as inadequate. The 
MMC will take until January 
to Investigate and it is unclear 
what Macarthy’s management 
can do except sweat it out 

As for the referral, the OFT 
cited the same grounds it used 
to refer the bid from Unlchem 
- that it feared for competi¬ 
tion in the wholesale distribu¬ 
tion of prescription drugs. This 
was logical enough when 
applied to Unlchem, which 
already controls 28 per cent of 
that market. The argument 


UK life companies 

The Institute of Actuaries is 
not a noted stock market 
mover and shaker. Its joint 
comments last week with the 
Faculty of Actuaries on life 
insurance accounting, how¬ 
ever, appear to have sparked a 
sell off in life company shares. 
The sector, fin: instance, has 
underperformed by 5 per cent 
since the end of last month: 
Britannic and Legal & General 
shares are down 7 and 6 per 
cent respectively. 

Adding to new competitive 
pressure from the banks is fear 
that the accruals method of 
accounting is now unlikely to 
be Introduced in time for com¬ 
panies to apply it to their 1991 
results. Revised proposals for 
making the switch were tabled 
by the Association of British 
Insurers this summer and are 
supported for two main rea¬ 
sons: firstly because the pres¬ 
ent method patently fells to 
give a true and fair view, and 
will run foal of the EC 


There is something distaste- • 
fill in the sight of politicians ; - 
trying to solve economic prob- :. 
lems by talking bankas into 
lending n)SB*»-When this hap¬ 
pens, as it did with devetopmg ? .- 
country loans in the late 19708, '*** ~ " 
the bankers usually end up pH- ~ 
mg into bad loans. So, why T.“ — ' 
should President Bush’s latest Z ZZ2 
credit crunch measures be any --- — 
different? •“ ” 

One possible reason is that tv •• ■ 
p roperty loan losses have made 
both regulators and lenders _ w . 
unnecessarily cautious, 
another that the measures . 
themselvesare more cosmetic 
than substantive. The White 
House has long been, under - 
pressure on credit. Its urea- 
sores — including hsnentvalu- 
ation of property loans by reg- Tl ^ m m . 
olators and the admission of 
preferred stock as high-grade 
capital under, international 
rules — may raise 7 flows, but u ■ 
only at the margin. Banks, are :. - 
unlikely to rush out issues of * - * 
preferred stock, an expensive ■ - 
form of capital in tends of both . ^ v 
coupon rate and tax treatment »] 

Yet the ease with which foe*..*,,.. 
capital rules are bong manipu-. "■ * c 
lated is not entirely innocuous. ' . ••• 

The rules are designed to. 
enforce prudent behaviour / - 

from a class of professionals. ... 
who have a record of easily 
forgetting about the. risk 
tavolved in credit" If the banks , 
really are being used to pump- . • ; 

prime the economy, then the ; 
recent merger-inspired rally 
looks misplaced. '• V-’ 


Alcatel Espace 




a wholly owned subsidiary of 


-t'- . Ti 


Alcatel N.V. 


in conjunction with 




Aerospatiale Soriete National IndostrieOe 


Alenia Aeritafia & Selenia S.pJV. 


have purchased 
49% of the Common Stock of 


•: " -1 


Space Systems/Loral Inc. 


a. subsidiary of 


Loral Corporation 



'** 




Dillon, Read & Co. Inc. 
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“The Group has reported a very satisfactory 
result despite probably the severest recession 
our industry has experienced. Quality, design 
and value for money remain the key dements 
to Red rows success.' 

Steve Morgan, Chairman 
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BAe investors want 
board changes 

British Aerospace's 
Institutional investors 
are demanding tiirther 
management changes to 
; halt the fall in its shares 
& which yesterday closed 
. 3p below the 380p rights 
issue price fn London. 

Sir Graham Day (left), 
the new chairman, has 
already promised to 
: strengthen the board. 

- — But big shareholders 

want pirn to accelerate the process to restore 
confidence in the company. Page 22 

Creditors off WiBaire arm meet 

A meeting has been 
Mg' called today tor credi- 
WL tors of Alrmead, an elec- 
W tronics division that late 
* last month was put into 

VL voluntary liquidation by 
Wiilaire Group, the envi¬ 
ronmental and electronics concern. There has 
been concern that the meeting might attract lit¬ 
tle attention as Airmead was a name unknown 
to employees and customers until the liquida¬ 
tion. They believed the division was still called 
Wiilaire Electronics. Page 27 

Airport becomes a millstone 

, Mr Akio Kondo, president of All Nippon Air¬ 
ways, the fast-expanding Japanese airline due 
to make its debut on the London Stock 
Exchange today, has one big headache - Nar- 
Ita, Tokyo's main airport No solution is in sight 
tor the lack of capacity at Narita, where expan¬ 
sion has been held up tor more than 15 years 
by the protests of local farmers. Page 24 

IBM unvefts European sales plan 

—» 1 ■ —• — IBM, the world’s largest 

3 — — —— computer-maker, spelled 

— ~ out plans to sell its prod- 

ucts and services 
' —^ — » ■— throughout Europe 

under other manufacturers’ labels. Page 24 

Chemist bid scuppered by MMC 

Lloyds chemists’ £83m bid tor Macarthy, which 
owns the Savory & Moore UK chemists chain, 
has been scuppered, at least until next year, 
by a referral to the UK Monopolies and Merg¬ 
ers Commission. Page 27; Lex, Page 20 

Aluminium piles up 

As stocks of aluminium continue to mount rap¬ 
idly in the west, startling news has emerged of 
the Soviet Union's aluminium production 
capacity, which seems to be around the 4m 
tonnes level. This figure compares with west¬ 
ern production estimated at about 15m tonnes 
this year. Page 30 

doom In Nordic banking 

Banking shares in the Nordic region have 
plummeted In the past two months. During the 
year, the troubles of many of the leading Nor¬ 
dic commercial banks have multiplied as a 
result of mounting credit losses. Back Page 

New loan stock launched 

European stock markets have attractions in the 
1890s. But one barrier to institutional invest¬ 
ment is that some continental markets are 
highly illiquid, and difficult to invest in with 
confidence. But a recent Issue has given insti¬ 
tutions a chance to match the performance of a 
European stock market index in a traded form. | 
Page28 
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Allied-Signal to write off $ 880 m 


ALLIED-SIGNAL, the DS 
aerospace, automotive parts and 
engineered materials group, is to 
write off $ 880 m in Che third quar¬ 
ter, slash its dividend by 44 per 
cent and e limina te 5,000 jobs as 
part of a wide-ranging restructur¬ 
ing aimed at cutting costs and 
achieving a positive cash flow by 
next year. 

The restructuring programme, 
which will reduce Allied-Signal’s 
workforce by 14 per cent, will 
result in losses for both the third 
quarter and the whole of 1991. 

The New Jersey-based com¬ 
pany, although profitable, has 
been suffering a negative cash 
flow for the past two years. 

Its aerospace components and 
automotive parts businesses - 
which together account for 69 per 
cent of operating income - have 
been especially bit by recession. 


A S THE European tractor 
industry strives to pull 
itself out of recession. Mr 
Keith Sharrock is lighting to 
keep his bead above water. 

Mr Sharrock is m a na g in g direc¬ 
tor of FJL Sharrock, a Massey- 
Ferguson dealer serving south 
Lancashire and Cheshire, and is 
bucking the industry trend by 
maintaining tractor sales more or 
less at last year's levels. It's the 
same In all recessions. The 
strong usually survive," he said. 

Helped by intensive local farm¬ 
ing techniques, a popular model 
range, and the family company's 
70 years of experience, Mr Shar¬ 
rock is lucky. Many tractor deal¬ 
ers in the UK are at the sharp 
end of a 20 per cent fall in unit 
sales so far this year - and that 
decline is only average for 
Europe. 

Even in the middle of a reces¬ 
sion that haa steadily enveloped 
much of Europe's manufacturing 
industry, flew sectors could com¬ 
pile such an impressive list of 
negative influences as the $5bn 
tractor market 

Few, too, could view the future 
with such equanimity when the 
only track out of the mire - the 
reunified Gramm market — js 
looking distinctly bog gy . 

The latest victims of the 
crunch were 650 of the 2,700 
workers at Ford New Holland's 
Basildon tractor plant in the UK. 
The plant is part of NH Geotech, 
the largest producer in Europe, 
formed earlier this year from Fiat 
and Ford’s agricultural and con¬ 
struction equipment interests. 

The job cuts, announced last 
month, are unlikely to be the 
only ones in the industry in the 
next few years, and the perennial 
forecasts of impending doom for 
the smaller producers are being 
heard again. 

The European tractor market 
Is undergoing the sort of 
upheaval that characterised its 
counterpart in the US during the 
1970s. The North American mar¬ 
ket has dipped about 10 per cant 
in the current recession, but now 
hopes to be stable over the next 
few years at about 110,000 units a 
year. 

Europe, in contrast, has been 
dipping by between 4 per cent 
and 5 per cent a year since 1985, 
alternating between "large 
swoops and plateaux", according 
to the European head of one 
North American producer. 

Since 1988, the market has 
fallen ftom about 221,000 units to 
192,000 last year, and the indus¬ 
try estimates it will hit 160,000- 
165,000 units this year. 

Mr Peter Quaglia, vice-presi¬ 
dent for communications and 
marketing at NH Geotech, said: 
"There is a set of uncertainties 
building on each other, some of 
which are purely psychological, 
which is even worse than prob¬ 
lems that are quantifiable." 

Many of the industry's prob¬ 
lems are either shared with, or 
caused by, their customers in 
European far min g. Overproduc¬ 
tion of grain has depressed 


Dividend will be cut by 44% and 5,000 jobs are 
to go in restructuring, writes Alan Friedman 


The restructuring is the work 
of Mr Lawrence Bossidy, the for¬ 
mer vice-chairman of General 
Electric who was named chief 
executive a little more than three 
months ago. Analysts have been 
expecting radical steps to over¬ 
haul the unwieldy and sluggish 
company, which derives 14 per 
cent of its revenues from the 
defence sector. 

Wall Street reacted exuber¬ 
antly to the tough package of 
cuts by marking Allied-Signal’s 
share price S4 Vi higher to close at 
340%. 

Mr Bossidy, who said the com¬ 
pany had been spending too 


much money on Inefficient strate¬ 
gies, predicted that the sweeping 
measures would result in annual 
savings of $350m by 1994. 

After a loss for 1991, he fore¬ 
cast earnings per share of 33.60 to 
$885 next year and $485 to $4.75 
in 1993. 

Allied-Signal plans to raise 
about $300m by selling eight non- 
strategic divisions and reduce 
1991 capital spending by $225m, 
about a quarter of the total. 

It intends to eliminate several 
layers of management, and 
str eamlin e the administrative, 
accounting and data processing 
divisions, as well as consolidate 


the automotive division, where 
more than half of the job cuts 
will occur. 

The company will also provide 
$200m more reserves for environ¬ 
mental clean-ups and respond to 
laws concerning damage to the 
ozone layer. 

Allied-Signal will reshape its 
fluorine products group to con¬ 
centrate on CFC substitutes for 
insulation and refrigeration 
rather than solvents. 

The $8S0m of pre-tax third 
quarter charges include $390m of 
business and plant rationalisa¬ 
tion in all major divisions, $290m 
of severance payments and the 


European tractors 
stuck in a mire 

Andrew Baxter reports on an industry bogged down 
by falling sales and the low confidence of farmers 


Power struggle: small producers controlling half the market may miss out on eastern Europe 

prices, farm set-aside pro- Policy, by cutting prices and quo- averaging 4,000 hectares (ha) 

grammes have been less success- tas and compulsory land set- against just 16ha in western Ger- 

ful than expected, and subsidies asides, compounds the problem, many, is a potentially huge mar- 

to farmers have been under The measures, said Deere, mainly ket for large tractors of between 


prices, farm set-aside pro¬ 
grammes have been less success¬ 
ful than expected, and subsidies 
to fanners have been under 
threat High interest rates have 
also dented farmers’ willingness 
to invest, and the use of “machin¬ 
ery rings" for sharing heavy 
equipment, including tractors, is 
spreading from the continent of 
Europe to the UK. 

This year, a European Commu¬ 
nity cereal harvest of around 
178m tons, the highest since 1984, 
will create a surplus of about 40m 
tons. The European headquarters 
of Deere & Co, the US agricul¬ 
tural and construction equipment 
maker, said the price pressure 
will continue. 

For the tractor makers, the 
plan by Mr Ray McSharry, the 
EC agricultural commissioner, to 
reform the Common Agricultural 

WEST EUROPEAN 

TRACTOR MARKET 


1985 241,000 

1986 210,000 

1987 208,000 

1988 221.000 

1989 212.000 

1990 192,000 

1991 160,000-165,000* 

‘fncftidas eastorn Gsnnnny 
Source UK aorteuHuml equipment association 

and Industry asfljnafBa 


affect the larger, professional 
farmers - the ones who buy new 
tractors and machinery. 

The trend towards larger 
farms, which is spreading slowly 
from the UK to the continent, 
also encourages farmers to buy 
fewer, larger tractors, which are 
better built and last longer than 
their predecessors. 

Mr Sharrock's unit sales have 
fallen about 30 per cent over the 
past 10 years because of this 
trend, although sales have risen 
in value and horsepower terms. 

On top of all this are the uncer¬ 
tainties caused by the Gulf war, 
and recessions or downturns of 
varying intensity and length 
across most of Europe. 

“Confidence about the future Is 
not there in the farmer's mind," 
said Mr Nick Hird, European 
marketing director for Case IH 
tractors. 

Scandinavian markets have 
been the worst hit this year, with 
falls of up to 40 per cent in units 
sold, while the only markets to 
have held up so far this year are 
Germany and Austria. 

The old west German market 
- the largest in Europe - has 
been buoyed by the indirect 
effects of reunification, whereas 
the east, with its large farms 


155hp and l60hp. 

However, the German capital 
goods market began to lose its 
momentum this summer, and, 
said one producer, "toe dawn of 
realisation” about the costs of 
reunification has hit home. This 
manufacturer has been so sur¬ 
prised by a 20 per cent fall in the 
German market over August and 


$200m environmental provision 
that will boost environmental 
reserves to SSOOm. 

Some of the charges relate to 
Katalistiks, Allied-Signal’s fluid¬ 
cracking-catalyst joint venture 
with Union Carbide. Union Car¬ 
bide separately yesterday said it 
would take $60m of Katalistiks 
charges in the third quarter, part 
of a total of SlOOm to $150m. 

Mr Bossidy said that while 
Allied-Signal had many strong 
businesses it needed "to act 
quickly and derisively to arrest 
the negative cash flows of the 
last two years”. 

He said toe plan unveiled yes¬ 
terday would improve profit mar 
gins and maximise potential in 
ewe businesses. 

The dividend reduction, from a 
quarterly 45 cents to 25 cents, is 
expected to save gllOm. 


September that it no longer pre¬ 
dicts a rise of 1,000-2,000 units 
next year across Europe. Another 
producer said: "The German 
gloss will go off over the next 12 
months.” 

“On any objective analysis, you 
come up with a very long period 
of decline ahead. The market will 
fall perhaps another 20 per cent 
over the next four or five years 
or so." 

But Mr Hird mid farmers' con¬ 
fidence will return, and points 
out that the current year’s down¬ 
turn is out of line with toe gen¬ 
eral trend. 

Even Mr Sharrock sees a 
period of stability ahead after toe 
declines of recent years. 

The four larger manufacturers 
- NH Geotech, JX Case Europe, 
Deere and Massey-Ferguson - 
control 50 per cent of toe market, 
and find it difficult to leapfrog 
each other technologically. They 
are also reluctant to tamper with 
the distribution networks that 
are their lifeblood. 

With the exception of the 
newer NH Geotech, which plans 
to reorganise its manufacturing 
assets, the other big companies 
have already integrated their 
sourcing and manufacturing 
across Europe, leaving the option 
for job cuts, rather than closures, 
at individual plants. 

This throws the spotlight on 
the smaller producers which con¬ 
trol the rest of the market. 
Although local, they boast strong 
customer loyalty and political 
support in their markets. 

But they face two problems in 
the 1990s. The European single 
market will - to the advantage 
of the big players - gradually 
remove the irritating technical 
idiosyncrasies and regulations 
that distinguish national mar¬ 
kets. And, with the exception of 
the German producers, the min¬ 
nows face missing out on the 
long-term opportunities offered 
by the reunified Germany and 
the political changes in eastern 
Europe. 

But this is an eastern promise 
which, as yet, largely remains 
unfulfilled. 


Ford says 
it expects 
a loss at 
year-end 

By Alan Friedman 

in New York 

FRESH evidence of the weakened 
state of the US motor vehicles 
industry name yesterday as Ford 
Motor, the second biggest US 
man ufac turer, said It expected to 
suffer a loss for the last two 
quarters and the whole of 1991. 

Ford said It expected its third- 
quarter loss to exceed the $324m 
deficit recorded in the second 
quarter. Ford lost $884m in the 
first three months of 1991. 

Ford dismissed the third-quar¬ 
ter loss as a typically weaker 
period because of lower produc¬ 
tion resulting from holiday shut¬ 
downs and model change-overs. 
However, It blamed the sluggish 
US economy for its expected 
fourth-quarter loss. 

“The pace of the economic 
recovery in the US has been 
slower than anticipated,” the 

raYmpnny mM. 

The loss forecasts were con¬ 
tained in a company prospectus 
for a new preferred stock offer of 
at least $750m, In the third quar¬ 
ter of last year. Ford had 
$10l.7m of net income; it suf¬ 
fered a $519m loss in the fourth 
quarter of 1990. 

Disclosure of the gloomy out¬ 
look brought an immediate 
response on Wan Street, where 
several analysts had been fore¬ 
casting a return to profitability 
in the closing months of 199L 
Ford’s share price was marked % 
lower to close at 129%. 

Mr Ronald (Man ta, analyst at 
Dean Witter Reynolds, said the 
previously announced $750m pre¬ 
ferred stock issue “means Ford is 
saying it will borrow rather than 
cut its dividend”. 

Mr Harold Poling, Ford's 
chairman, warned last July that 
the second half of 1991 would be 
difficult Unlike General Motors, 
which has benefited from profits 
outside the US, Ford lost $2m on 
its non-US automotive operations 
in the second quarter of this 
year, compared with $i73m of 
earnings in the same period of 
1990. 

Ford’s US problems are in line 
with the well-publicised obsta¬ 
cles faring its main competitors. 

General Motors, the leading 
US carmaker, warned in August 
that slow growth in sales meant 
its core North American vehicle 
operation might not return to 
profit until 1993. GM suffered a 
loss of $1.17hn in the first quar¬ 
ter of 1991 and a deficit of $785m 
in the second quarter. 

Chrysler, the smallest and 
most financially stretched of toe 
Detroit’s Big Three carmakers, 
has also embarked on a public 
share issue to raise about $40Qm 
in order to strengthen its bal¬ 
ance sheet 
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UK fund managers move 
towards global trading 

By Nonna Cohen, Investments Correspondent 

A GROUP of 20 of the UK's between agreeing a transaction The lack of uniformity has 
largest institutional fond manag- and settlement, that is, paying forced brokers to install several 
ers have taken the first step for and receiving securities. It systems to deal with their institu¬ 
te wards toe development of an can take three or more days to tional clients and the systems are 
international electronic trade confirm that a transaction has not compatible with each other, 
confirmation system which been agreed under the lazgely The London Stock Exchange, 
would smooth the way towards manual system now in use. which announced plans for an 
global securities trading. Institutions say it will be electronic trade matching system 

The move, led by US-based impossible to meet the Group of in 1989, has yet to begin work on 
fidelity Investments, is Intended 30's target of settling trades its development. Only in the 
to put in place a single uniform within three days of execution Eurobond market, where mem- 
system allowing users to confirm unless the confirmation process bers own the so-called TRAX sys- 
transactions instantly in all types Is automated. The Group of 30 is tem, is international trade-match- 
of securities, whether within toe an international think tank of ing possible. That system Is run 
UK or abroad. former international economic by the quasl-regulatory body, the 

The group hopes to have the and financial policymakers. Association of International Bond 
first steps towards a system in Institutions also say that elec- Dealers, 
place by early 1992. ironic confirmation will allow Last Monday, four of the larg¬ 

er Brian Smith, transactions them to slash office costs and est vendors of trading systems 
manager at Fidelity, said the reduce the risk that verbally- gave presentations to a group of 
group hoped to obtain a “critical agreed trades have not occurred. 20 institutions and 24 brokers, 
mass" »«n g a single system. He So far, efforts to develop elec- The four had been asked to 
said that if sufficient large insti- tronic trade confirmation have devise a system to meet specifica¬ 
te tional clients selected a single been conducted by trading sys- tions drawn up by the institu- 
system, it would become toe sys- tem vendors selling their own tional investors, 
tem Chosen by brokers and other products. However, none of the Institutions have been asked to 
clients who at present have to vendors has been able to gain a comment on the presentations by 
choose among several, incompati- "critical mass” of customers October 11 and to nominate a 
ble, systems. which would make it the Indus- favoured vendor, if possible. 

Trade confirmation is the link try standard. Background, Page 26 
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BAe investors urge board shake-up 


By Roland Rudd in London 

BRITISH Aerospace's 
institutional investors are 
demanding farther 
management changes to halt 
the fall in its share price, 
which yesterday dropped to 
355p daring trading before 
closing at 377p, 3p below the 
380p rights issue price. 

Sir Graham Day. temporary 
chairman, has already 
promised to strengthen the 
board, but big shareholders 
want him to accelerate the 
process to restore confidence 
in the company. 

In particular, they are 
pressing for the appointment 
of a managing director with 
overall responsibility for 
BAe’s diverse businesses, 
to work alongside Mr Dick 


KOP falls into 
red as banking 
crisis deepens 

By Enrique Tessleri 
in Helsinki 

KANSALLIS-Osake-Pankki 
(KOP). Finland’s largest com¬ 
mercial bank, slid into the red 
during the first eight months 
of the year. The bank incurred 
a loss before provisions and 
taxes of FM318m ($7?.4m), com¬ 
pared with a FM325m profit 
during the same period in 1990. 

Credit write-offs, at the cen¬ 
tre of the crisis troubling the 
country's banking system, 
surged to FM763.4m from 
FM862-2m. This strengthens 
the view that credit losses at 
all Finnish hankn will rise this 
year to FM5bn against FMSL3bn 
in 1990. 

The bank's profit from finan¬ 
cial operations rose by 11 per 
cent to FM2.35bn. Other 
income fell 35 per cent to 
FM648.8m from FMlbn. 
Expenses were FM1.91bn, the 
same as in the corresponding 
period in 1990. 

Dr Jaakko Lasslla, president, 
blamed the rise in HOP’S credit 
write-offs on an exceptional 
loss of FM250m from foreign 
exchange transactions and 
FM300m from credit losses in 
deals with Mr Pentti Kouri, 
New York-based Finnish finan¬ 
cier. 

• The country's bank super¬ 
vision board yesterday 
expressed concern over the 
increase in unserviceable debts 
in Finland, which doubled in 
the first eight months this year 
to FM30bn. 


Evans, chief executive. 

One investor said: 'There is 
no question that Dick Evans is 
a great salesman and the only 
man capable of dealing with 
the A1 Yamamah business. But 
he needs a managing director 
from outside to work with 
him.” 

A1 Yamamah is the Saudi 
Arabian programme of military 
spending, which has 
contributed more than £&3bn 
(SMJJbn) of revenues to BAe in 
the past few years. 

BAe last night said that Sir 
Graham, in response to 
shareholders’ concerns, had 
initiated a scrutiny of how the 
company is run alongside a 
search for a permanent 
chairman. 


The investigation is expected 
to lead to the appointment of 
one or two operating 
managers, which could include 
a managing director. 

However, BAe warned that it 
was not about to make an 
announcement Just to please 
institutional investors. The 
company also stressed that it 
had not yet decided which new 
appointments were necessary. 

Big shareholders are 
concerned that, without such a 
statement, BAe's shares may 
continue to fall in the next few 
weeks. 

The 2-for-5 issue closes on 
October 28 and is designed to 
raise new equity to ease the 
company’s short-term cash 
needs. “It does not look too 


clever,” said one institutional 
investor. “The cash call will 
almost certainly be left with 
the sub-underwriters.” This is 
of course unless the share 
price rises. 

Institutional investors have 
resigned themselves to the fact 
that if any City of London 
group is interested in breaking 
np or bidding for BAe it Is 
unlikely to make itself known 
until after the rights issue 

Trading in the nil-paid 
shares yesterday reached just 
3.1m, with no signs of any 
utafca budding. 

Earlier in the week, 
shareholders approved by an 
overwhelming 99.8 per cent 
majority die company's £432m 
rights issue. 


London Fox probe widens 


By Richard Waters in London 

THE LONDON Futures and 
Options Exchange (Fox) has 
traded in several of its own 
commodities futures contracts 
to generate the impression that 
they were more popular with 
investors than was, in fact, the 
case, it has emerged. 

Evidence of the trading in a 
number of different commodi¬ 
ties contracts, uncovered in the 
widening investigation into 
London Fox's activities, will 
come as a farther blow to the 
exchange, already in disarray 
after revelations of potentially- 
Olegal activity in its p r o perty 
futures market 

Fox was forced to suspend 
its property futures contracts 
last week after it had lost sev¬ 
eral hundred thousand pounds 
trading them on its own 
account 

Mr Mark Biundell, the for¬ 


mer chief executive who 
resigned at the weekend, has 
admitted to “initiating" certain 
trades, though he has said t hat 
he had not been motivated by 
personal gain. 

ft has since emerged that Mr 
Blundell encouraged brokers to 
trade the contracts by issuing 
indemnities to protect them 
against loss. 

Following disclosure about 
the misdemeanours in the 
property futures market, inves¬ 
tigations were lannrfifid over 
the weekend into other con¬ 
tracts traded on Fox. 

Evidence ha s now emerged 
of gitniTar trading by Fox in 
several other contracts. 

All are traded on Fast, its 
automated trading system, 
rather than on the floor of the 
exchange. 

Alongside property futures. 


which were launched in May, 
Fox has three unsuccessful 
commodity con tr act s on Fast: 
Rubber, which was launched in 
May 1990, but trading for 
which has now been suspended 
through lack of activity; rice, 
launched in November 1990; 
and arabica coffee, launched in 
March 199L 

ft is thought that the latest 
misdemeanours concern these 
contracts. 

Despite the widening evi¬ 
dence of wrongdoing at Fox, 
t he Securities and investments 
Board, the regulator which 
authorises it as a Recognised 
Investment Exchange, has 
been unable to launch its own 
investigation of the market. 

The Financial Services Act, 
under which it operates, does 
not give it the power to investi¬ 
gate gychnnpps. 


Roche sales up 17% at nine months 


By William Dulfforce in Geneva 


ROCHE, the Swiss 
pharmaceuticals and ffhpnrirals 
group, yesterday disclosed a 17 
per cent increase to SFr8.42bn 
($5.7bn) in consolidated sales 
for the first nine months com¬ 
pared with the corresponding 
period last year. 

With this positive develop¬ 
ment in turnover expected to 
continue in the final quarter, 
and barring extraordinary 
developments, 1991 profits 
should show another improve¬ 


ment, Roche said Last year, 
the group posted net earnings 
of SFriM&n and a cash flow 
of SFrl.Sbn on sales of 
SFr9B7bn. 

Turnover grew by 17 per 
rant in the first nine months, 
both in local currencies and 
Swiss francs. Sales of pharma¬ 
ceuticals climbed by 22 per 
cent to SFrL26bn; put of the 
Increase stemmed from the 
inclusion from September of 
sales by Nicholas Laboratories, 


the European over-the-counter 
drugs business which Roche 
bought from Sara Lee Corpora¬ 
tion. 

Vitamins and fine chemicals 
showed a 13 per cent rise to 
5Fr2bn while sales of fra¬ 
grances and flavours grew by 
21 per emit to SFrlbn. 

Reduced de man d in the OS 
limited to 5 per cent the 
increase in the diagnostics 
division where sales also 
reached SFrlbn. 


Societe 
Generate 
surges to 
FFrl.8bn 

By William Dawkins 
in Paris 

SOCIETE GENERALS, the 
private-sector French bank, 
yesterday reported a 29.4 per 
cent rise in group net profits 
for the first half after a drop 
in provisions and a rise in 

hanking j nrmiKL 

This recovery marks a sharp 
improvement from last year, 
when Society Generate 
announced a 25 per emit prof¬ 
its foil for the 12 months to 
December. 

However, it comes among a 
mixed bag of first-half results 
from tiie French banking sec¬ 
tor, with profits declines from 
Credit Lyonnais and Compag- 
nie Bancaire, roughly stable , 
earnings from Paribas, and 
sparkling increases from 1 
Banque Rationale de Paris, the , 
state-owned leader, and from 
Credit Commercial de France, 
Societe Generale’s smaller pri¬ 
vate-sector rivaL 

The positive tr ends seen in 
the first half have continued 
in the third quarter, said Mr 
Marc Vienot, Societe Gener- • 

ale’s chairman. , 

Group profits rose from 
FFrl.41bn ($247m) in the 
first six months of last year 
to FFrl.83bn in the same 
period of 199L Shareholders’ 
funds rose by 22 & per cent, 
from FFr27.lbn to FFri£L2ba 
over the same period, bringing 
net assets per share up by 11.4 
per cent, from FFr625 to 
FFr696. 

Net banking income rose by 
9.2 per cent to FFrl7.67bn, 
slightly ahead of a 7 per cent 
rise in management costs to 
FFrl2.17bn in the first half, so 
allowing operating profits to 
rise by 14.2 per cent to 
FFr5.50bn. 

Outstanding client loans 
rose by 11.2 per cent to 
FFrS70bn, within which com¬ 
pany borrowing led the way, 
with a 12L2 per cent Increase, 
as against 7.5 per cent for pri¬ 
vate clients. Clients’ deposits 
rose by 9.1 per cent to 
FFr328bn over the same 
period. 

Provisions fell by 2L3 per 
emit to FFr2.S2bn, mainly due 
to a reduction in provisions an 
share stakes. Societe Generate 
maintained its rate of cover on 
its 10 main country debts, to 
more than 68 per cent. 


Telecom companies plug 
into worldwide alliances 

Hugo Dixou on a new framework for the industry 


T HE world's |«»d»og tele¬ 
communications compa¬ 
nies are jockeying for 
position as they seek to form 
alliances which may set the 
framework of the industry for 
the next decade. 

In Geneva, where the chair¬ 
men and chief executives of 
the top companies have gath¬ 
ered for a giant exhibition 
which takes place every four 
years, discussions have 
reached fever pitch. 

There are at least three sepa¬ 
rate initiatives to form interna¬ 
tional alliances under discus¬ 
sion: 

• Mr fain VaQance. the chair¬ 
man of British Telecom, was 
due to dine with Mr Helmnt 
Ricke, chief exec uti ve of Ger¬ 
many’s Deutsche Telekom, and 
Mr Haruo Yamaguchi, chair¬ 
man of Japan's Nippon 'Tele¬ 
graph and Telephone, last 
night to try to persuade them 
to join his new Syncordia ven¬ 
ture, which aims to provide 
global communications for 
business customers. 

• Mr Bert Roberts, president 
of MCI, the second largest US 
long-distance operator, was 
trying to break-up Syncordia 
and attract Deutsche Telekom 
into a rival project. “It is 
important for the Germans to 
keep their options open.” be 
said. 

• American Telephone & 
Telegraph, the largest US car¬ 
rier, is holding discussions 
which mi ght fead to another 
alliance. Mr Robert Alien, the 
chairman, is understood to 
have held a meeting yesterday 
with Mr Ricke to persuade the 
German operator not to ally 
with BT. 

11m ferment in the $300bn 
telecomm uni rations services 




Haruo Yamaguchi: may 
join Syncordia venture 
industry is similar to that 
experienced in the telecommu¬ 
nications equipment industry 
four years ago when it was re¬ 
structuring itself into about 
half-a-dozen large international 
groups. The alliances seem 
unlikely to be finalised this 
week but they are expected to 
be formed within the coining 
months. 

F ollowing the progressive 
liberalisation of telecom¬ 
munications markets in 
recent years, the old national 
monopolies are seeking to 
expand beyond their borders. 
Th e mam aim is to establish 
global networks that cater 
to the needs of large busi¬ 
nesses. 

BT has been the most 
aggressive player with the 
launch of Syncordia last 
month. It decided to go it alone 
in the US market, basing the 
venture in Atlanta, Georgia, 
but is anxious to link-up with 


the German and Japanese car¬ 
riers to get access to their mar- 
ksts 

BTs move has caused con¬ 
sternation in some parts of the 
Industry, which is used to 
national phone companies co¬ 
operating with one another to 
handl e lucrative inte rnational 
telephone calls. 

MCTs rival project Involves 
expanding Infonet, a data com¬ 
munications venture it already 
owns with 11 other carriers, 
including Deutsche Telekom. 

Mr Roberts put BTs chance 
of succeeding at “zero, none, 
negative,” because it did not 
have a US partner. He said that 
expanding Infonet to cover 
voice and video communica¬ 
tions was only one of many 
irons in the fire. 

Deutsche Telekom is in 
demand from all the consortia 
because it is the largest carrier 
in Europe and it is strategi¬ 
cally positioned in the centre 
of Europe. 

Mr Ricke said he did not 
want to be rushed into joining 
one alliance or another. 'To do 
the best [deal] does not mean 
to do the first thing," he 
said. 

Another Deutsche Telekom 
executive said there were three 
concerns with Syncordia. First, 
France Telecom, with which 
the German company has close 
relations, was not happy about 
Deutsche Telekom teaming-up 
with BT. Second, under BTs 
proposal, Deutsche Telekom 
would have only a 26 per cent 
stake. Third, there was no US 
partner, 

NTT would not be drawn on 
whether it would join BTs alli¬ 
ance. “We are at present study¬ 
ing and considering Syncor¬ 
dia,” Mr Yamaguchi 


Spie Batignolles in FFrl50m loss 


By William Dawkins 

SPIE Batignolles, the 
construction and plant engi¬ 
neering unit of France’s 
Schneider group, yesterday 
reported a FFr 150.5m (S26.4m) 
loss for the first half of the 
year and warned that it would 
make another loss in the cur¬ 
rent six months. 

Much of the swing, from a 
FFr89.7m consolidated profit in 


the same period of 1990, was 
due to a FFrUTm provision for 
the final part of Spie Batig¬ 
nolles' capital loss on the sale 
of its K5 per cent stake in 
Davy Coip. the UK engineering 
group, to Trafalgar House. 

Spie Batignolles’ turnover 
slipped by 5 per cent from 
FFrllbn to FFrftL5bn over the 
same period, though this turns 


Into an underlying 1 per cent 
rise, adjusting for disposals. 
New orders expanded at the 
same time by 13 per cent, from 
FFrl2-2bn to FFrlS^bn. 

The group forecast that turn¬ 
over should stabilise at around 
the same level as in 1990 and 
that new orders for the fall 
year should rise from FFr22bn 
to at least FFr2A5bn. 


AH of these securities having been sold, Ws announcement appears as GTmattBrof record only. 


New issue 


7,000,000 Shares 

mu 

Paging Network, Inc. 

Common Stock 


International Offering 

1,400,000 Shares 

These shares have been tfistribuled outside ol the United States by the widereigned. 


Prudent ial B a ct i o Secuntw 


ABN AMRO 


Banque Indosuea 


Cazenove&Co. 


Dresdner Bank 

Atatengssensctaft 

NM Rothschild & Sons Limited 


Nomura I n ternational 


Societe Generate 


UBS Phillips & Drew Securities Limited 


D^wa Europe Limited 
Paribas Capital Markets Group 
Swiss Bank Corporation 

Verdns- und Westbank 

AMengsstfschaft 


United States Offering 

5,600,000 Shares 

These shares have been tSstributed In the United States by the undersipied. 


This announcement appears as a matter of record only 


ECU 300,000,000 

Europe Capital Partners 

A privately placed limited partnership formed to acquire companies 
located primarily in continental Europe. 

The partnership is advised by 


L.B.O.France 


L-B.O.Italia 


The undersigned acted as financial advisor 
and arranged the private placement erf the 
limited partnership interests. 


Merrill Lynch & Co. 



Bear, Steams & Co. Inc. 
Ddlon, Read & Ca Inc. 


Kidder, 


Prodentiaf Securities faicorporated 
The First Boston Cor pora t i on 
A.G. Edwards & Sons, Inc. 
Lazard Fretes & Co. 


Alex. Brown & Sons 
Incorporated 

Ha mb recht & Qufet 

Incorporated 

Montgomery S e curiti es 


Robertson, Stephens & Company Smith Barney Harris Upham&Co. 

Incorporated 

Advestlnc. Amhold and S. Bleichnoeder, tec. Cowan & Company Crowefl, Weedon & Co. 
Gnintal & Co., Incorporated Janney Montgomery Scott Inc. Kemper Securities Group, Inc. 


Ladenbuig, Thahnatm & Co, Inc. 
Morgan Keegan & Company bic. 
Oppenhetmer & Co, Inc. F 


Legg Mason Wood Wafer 

Incorporated 

Needham & Company Inc. 


II- R n ,. nlrl © d 

Mcuoncuci a company 

Securitas, he. 

The Ohio Company 


Oppenhamer & Co, Inc. Piper, Jaffray & Hopwood 

Incorporated 

The Robinson-Humphrey Company Inc. 

Tucker Anthony 

Incorporated 

October, 1991 


Raymond «lame$ & Associates, Inc. 

Stephens Inc. 
Wheat Rrst Butcher & Singer 

Capftai Mariets 


Notice of Redemption 

ASLK-CGER ffICO 
¥4,000,000,000 

6K per cent. Guaranteed Variable 
Redemption Amount Notes due 1992 

NOTICE IS HEREBY GIVEN that in accordance with Condition 7-(c) 
10 of the Notes the Issuer has elected to redeem all of the Notes on 14th 
November. 1991 (the "Redemption Date") at their then Redemption 
Amounc. 

"Hie Redemption Amount will be calculated, in accordance with 
Condition 7. Id) of the Notes and then made available to Noteholders at 
the specified offices of rhe Paying Agents. 

Payment of the Redemption Amount will be made, on and after the 
Redemption Date, against presentation and surrender of the Notes, 
together with all unnurtured Coupons, at the specified offices of any of 
the Paying Agents. On the Redemption Date all unmatured Coupons 
relating to such Notes (whether or not attached thereto) shall become 
void and no payment shall be made in relation thereto. 

Payment of Coupon Number 3 will be made in the normal manner 
against its presentation and surrender on and after 14th November, 1991. 


□ Bankers Trust 

Company, London Agent Bank 

10th October, 1991 


Investors Hotline 

the technical Trader" OM.'Jti -10,1 IS.'. 
.Share Watch" - 107 > IS-1 
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Risk. It isn’t always 
where you expect it to be 



Some risks are clearly visible. Others hide from sight. 

The unexpected is the one thing you can 
always expect. 

Suppose that overseas political upheaval thins 
out the flow of a raw material you can’t do without. 
That’s a risk Bankers Trust can help you contain. 

Or suppose a natural disaster cripples your 
payments system. Again, with our merchant banking 
help, that risk can be dealt with. 

Like.every financial institution, we trade, 


arrange financing, close deals. But everything we do is 
done with an eye to helping you profit from risk. 

Our greatest strength is putting all our skills to 
work at managing every kind of global risk. 

Life can never be risk-free. Leadership isn’t 
built on sure things. But with Bankers Trust behind you, 
you’ll be leading from unparalleled strength. 



BankersTrust 


LEAD FROM STRENGTH. 
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IBM intensifies products 
push into European market 


By Alan Cane 


INTERNATIONAL Business 
Machines (IBM), the world’s 
largest computer-maker. yes¬ 
terday spelled out plans to sell 
its products and services 
throughout Europe under 
other manufacturers' labels- 

The aim is to make available 
virtually all its hardware, soft¬ 
ware and services to other 
manufacturers to brand and 
sell as their own. The Euro¬ 
pean announcement follows 
similar statements of intent in 
the US. 

Mr Jack Hockley, IBM's 
European general manager for 
"original equipment manufac¬ 
turer” (OEM), said the com¬ 
pany aimed to become the pre¬ 
mier source for information 
technology (IT) and non-IT 
related technology, parts and' 
products. “Our goal is to per¬ 
suade European manufacturers 
to source from Europe rather 
than the Far East", he said. 

The OEM approach to distri¬ 
bution is common in the com¬ 
puter business but Is compara¬ 
tively new to IBM, which 
traditionally builds products 
only for its own customers. 

Although it is the largest sil¬ 
icon chip manufacturer in the 
world, all its production has 


been channelled into its own 
products. Now it is working 
with Siemens, the German 
electronics group, on large sili¬ 
con memories, a proportion of 
which will reach the market. 

IBM believes that an aggres¬ 
sive move into the OEM mar¬ 
ket will: 

• Broaden its market reach. In 
Japan, for example, Mitsubishi 
is marketing some of IBM’s 
high-end mainframe comput¬ 
ers, giving IBM access to Mit¬ 
subishi’s customers and to 
public sector opportunities. 

• Utilise fully IBM’s produc¬ 
tion capacity. While competi¬ 
tors are retreating from manu¬ 
facturing because of falling 
gross margins. IBM's auto¬ 
mated facilities are highly effi¬ 
cient and OEM demand can 
help to balance production 
economies. 

• Pre-empt competition. As a 
result of an OEM deal con¬ 
cluded earlier this year, Wang, 
the troubled US minicomputer- 
maker, now sells IBM mid¬ 
range mar-hines to its custom¬ 
ers rather than those of 
another competitor. 

The policy change illustrates 
how keenly IBM wants to 
expand market share by any 


available method, as competi¬ 
tion intensifies. Its share of the 
market for personal computers 
has been slipping, but it 
intends to expand it by sellings 
its machines to other PC ven¬ 
dors. 

IBM has global ambitions in 
the OEM business. It estimates 
that the worldwide OEM mar¬ 
ket will be worth about SiOObn 
annually by 1993, and that one- 
third of the total will be gener¬ 
ated in Europe. The company 
plans to capture about 3 per 
cent of the global market 
within two years, rising to 5 
per cent within four. 

While its first target will be 
IT markets, it is also looking at 
the electronics, aerospace, 
automotive and medical equip¬ 
ment businesses which, it 
believes, will make up nearly 
half its OEM business in a few 


years. 

IBM’s OEM deals include 


those with Siemens, for large 
storage devices; Apple of the 
US, for hard disk drives; and 
Wang of the US, for personal 
computers, workstations and 
midrange computers. 

Groupe Bull of France has 
bought IBM’s large disk drives 
for more than five years. 


UTDC gains provincial support 


By Bernard Simon in Toronto 


THE ONTARIO provincial 
government has agreed to pro¬ 
vide temporary Rnanraa 1 sup¬ 
port for UTDC, the Canadian 
urban transport equipment- 
maker, while negotiations pro¬ 
ceed to find a buyer for the 
company- 

Uncertainty over UTDC's 
future ownership has delayed 
several contracts which it 
hoped to win earlier this year, 
and the company has been 
unable to meet its payroll and 
other commitments. 

An Ontario government offi¬ 
cial said yesterday that the aid 
was not a long-term bailout, 
but was designed "to stabilise 
the situation to ensure con¬ 
tracts can proceed”. 

Lavalin Industries, the trou¬ 
bled Quebec group, put its 85 


per cent stake in UTDC up for 
sale earlier this year. Bidders 
include AEG Westinghouse 
Transportation Systems of 
Pittsburgh and Montreal-based 
Bombardier. The Ontario gov¬ 
ernment owns the remaining 
15 per cent 

UTDC is presently delivering 
40 carriages to the city of Los 
Angeles and has won a small 
contract to build a subway sta¬ 
tion in Ankara, Turkey. 

Its other business includes 
the operation of the baggage 
transfer system at Singapore 
airport and the maintenance of 
a commuter rail line in 
southern Florida. 

The contracts that have been 
delayed include a substantial 
order for subway cars from the 
Toronto Transit Commission. 


The Ontario o fficial said the 
government hoped to finalise 
negotiations on the sale soon. 
The province is uncertain 
whether it will maintain its 
equity interest in the equip¬ 
ment maker. 

• Montreal Trustee, the finan¬ 
cial services arm of BCE, Can¬ 
ada’s largest holding company, 
has pulled out of negotiations 
to buy Central Guaranty Trust, 
a large national trust company, 
writes Robert Gibbens in 
MontreaL 

Central Guaranty was put up 
for sale early this year by its 
parent company. Central Capi¬ 
tal, as part of a debt reduction 
programme. Central Capital, in 
turn, is controlled by Mr Leo¬ 
nard Ellen, a Montreal finan¬ 
cier. 


Stora and 
SCA warn 
of sharp 
declines 


By John Burton 
in Stockholm 


Fannie Mae sets profits record 


By Patrick Harverson in New York 


THE FEDERAL National Mort¬ 
gage Association (Fannie Mae), 
the largest provider of residen¬ 
tial mortgage fUnds in the US, 
has reported third-quarter net 
Income of 5350.7m, an increase 
of 17 per cent over the same 
period a year ago. 

The record third-quarter 
earnings boosted profits for the 
first nine months to just over 
Slbn. 

In the three months to end- 
September, Fannie Mae also 
set a record far the highest net 
interest margin in its history, 
and the largest volume of 


mortgage-backed securities 
issued in any one quarter. 

Other features of the quarter 
included an $ 18 . 6 m increase in 
net Interest income, which 
stemmed from a $3.lbn rise in 
the average net mortgage bal¬ 
ance and the positive effects of 
the sale of low-coupon mort¬ 
gages and the repurchase of 
high-coupon debt in the second 
quarter. 

The value of outstanding 
average net mortgage-backed 
securities issued by Fannie 
Mae was 5330.1bn, up $19.4bn 
in the quarter. 


.. Provisions for loan losses 
were 555.3m, slightly higher 
than in the previous three 
months, but still below the 
558Bm recorded at the same 
stage in 1990. 

• The Student Loan Market¬ 
ing Association (Sallie Mae), 
which owns almost a third of 
all guaranteed loans to US stu¬ 
dents, has reported third-quar¬ 
ter net income of 587.2m, up 12 
per cent on a year ago. 

Net income for the first nine 
months of this year was 
5253.9m, up from 5222.9m in 
1990. 


STORA and SCA, the two 
biggest Swedish f ore s tr y com¬ 
panies, have predicted sharp 
profit falls for the year as both 
concerns reported a decline of 
more than 30 per cent in earn¬ 
ings for the first eight months 
of 1991. 

Store yesterday downgraded 
Its profit forecast for the year 
to SErl^bn (52449m) from its 
earlier estimate of between 
SKr2.2bn and SEx2.5bn. The 
1990 profit amounted to 
SKr2ibn. 

Profits after financial items 
for the eight-month period 
declined by 31 per cent to 
SKrlJSbn. 

Earnings would, fall to 
SKr860m for the period if the 
engineering operations of 
Feldmuhle Nobel, which Stora 
sold this summer, are 
exclude d. 

Stora blamed the decline, 
which was sharper than expec¬ 
ted, on weaker demand for 
paper in Europe and produc¬ 
tion overcapacity for fine 
paper and magazine paper, 
with US producers cutting 
prices for their paper exports 
to Europe. 

Profits were also hurt by 
lower prices for fluff pulp, 
with operating earnings for 
the pulp divisions falling by 94 
per emit to SKr33m. The tim¬ 
ber division reported a loss of 
SKr43m due to less construc¬ 
tion activity in the Nordic 
region. 

Operating profits were 
almost unchanged at 
SKriLlbn, but the deficit for 
net financial items increased 
by 45 per cent to SKrLSbn. 

Sales for the period 
remained unchanged at 
SKr44.5bn, excluding the 
effects of acquisitions and 
divestments. 

A further 500 jobs will be 
cut, increasing the total 
amount of planned redundan¬ 
cies to 3,500, as part of a 
rationalisation programme 
that includes the shutdown of 
a pulp production facility. 

SCA reported that its earn¬ 
ings after financial Items had 
fallen 33 per cent to SKrlbn, 
excluding income from the 
sale of several businesses. If 
these were included, profits 
declined by 11 per cent to 
SErl.Sbn. 

It predicted that profits for 
file year would drop 35 per 
cent to about SErl.4bn, 
against the 1990 result of 
SKr2.Ibn. 

Operating profits were 
almost unchanged at SKrSbn, 
while the deficit for net finan¬ 
cial items more than doubled 
to SEr966m due to interest 
costs associated with SCA's 
takeover of Reedpack in the 
UK last year. 

However, operating profits 
during the second four-month 
period fall 42 per cent to 
SKr739m against SKrlJHnt in 
the first four months. 


Runway delays ground ANA plansj 

Stefan Wagstyl finds the airline hampered by a lack of airport slots. 








M R AKIO HONDO, 
president of All Nip¬ 
pon Airways, the fast- 
expanding Japanese airline due 
to make its debut on the Lon¬ 
don Stock Exchange today, has 
one big headache: Narita Air¬ 
port. 

Other problems pale in com¬ 
parison with the difficulty in 
getting new slots at Tokyo's 
main international airport. 
Even the current slowdown in 
international business and the 
disruption caused by the Gulf 
war are just “Short-term" diffi¬ 
culties, says Mr Hondo. 

However, there is no solu¬ 
tion in sight to capacity prob¬ 
lems at Narita, where expan¬ 
sion has been held up for over 
15 years by local farmers and 
pressure groups opposed to the 
construction of a new runway. 

Nor is there room for extra 
flights at Japan’s second larg¬ 
est airport at Osaka, thoug h at 
least another interna tionaTair- 
port is under construction 
there. Kansai International 
Airport, despite delays, is due 
to go into operation in 1&3. 
This will relieve pressure so 
much that airlines expect some 
passengers from Tokyo to 
travel via Osaka, using the bul¬ 
let train. 

This, however, will not solve 
ANA’s problems at Narita, 
where work on the runway is 
going on in a desultory fashion 
around the protesting farmers. 
Mr Kendo says he is sympa¬ 
thetic to the farmers. “I under- 
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Part of the ANA fleet: the airline is keen to develop Its international network 


Gtai Garin 


stand why the situation cannot 
be resolved quickly. But at 
least the work is continuing in 
the no-problem areas, leaving 
the problem areas far later." 

As far as revenues are con¬ 
cerned, ANA does not suffer 
too much since % per cent of 
its business is domestic. But its 
international expansion is 
severely hampered, says Mr 
Hondo. ANA had plans far an 
ambitious international net¬ 
work when authorities in 1966 
allowed it to start offering 
international services in com¬ 
petition with Japan Air Lines. 

Starting with a flight to 
Guam, a Pacific it hag 
developed routes to 18 destina¬ 
tions, including Los Angeles, 
Washington, Bering, Paris and 
London. Two new destinations 
are planned - Singapore and a 
city in Germany. However, 


other cities on the agenda 
since 1986 have yet to see 
ANA's aircraft. These include 
Manila , Jakarta, Shanghai, San 
Francisco, a city in Canada 
and one in Italy. Also, ANA 
would like to fly from Narita to 
Honolulu, the favourite desti¬ 
nation of Japanese tourists, to 
add to its service from 
Nagoya. 

Airlines already entrenched 
at Narita, however, are not 
going to give up their rights, 
least of all JAL, ANA’s great 
competitor. “The slot war is 
worse than ever," says Mr 
Kenzo Yoshikawa, a vice-presi¬ 
dent. In the absence of slots at 
Narita, ANA is concentrating 
on developing services in 
Europe by using London or 
Paris as a sub-centre for flights 
to connecting flights to other 
cities, among them Barcelona. 


Mr Kondo is not despondent* 
ANA remains committed to 
growth in both domestic and 
international services, fit the 
year to last March, total reve¬ 
nues grew II per . cent to 
Y803bn ($6bn). International 
revenues were up 13.5 per cent 
at Y96.8bn. The increase ip 
passengers, however, did not 
keep pace with the expansion 
of international services, so. 
costs rose and profits fall - 
down 21 per cent at the pre-tax 
level - to Y249bn. 

ANA, with one of the largest 
aircraft buying programmes of 
any airline, has no intention of 
cancelling any of its purchases 
because of the downturn In fife* 1 
market Eleven big jets are doe 3 
for delivery this year, adding; 
to the fleet of 129 aircr aft . A> 
further 25 are on order up to 
1995, and 35 after that 


P&G sees slight drop in earnings 


By Karen Zagor in New York 


PROCTER & Gamble, the US 
consumer products group, 
warned shareholders that it 
expected slightly lower earn¬ 
ings in the first quarter. 

Mr Edward Artzt, chairman 
and chief executive, said: 
“Despite strong growth in vol¬ 
ume, we expect first-quarter 
earnings to be slightly below a 
year ago. Last year’s first quar¬ 
ter was particularly strong, 
accounting far 31 per cent of 
our total earnings for the fiscal 
year.” 

In the first quarter of last 
year, P&G earned 5555m, or 


SL57 a share, on revenues of 
$8.65bn. 

Mr Artzt told shareholders at 
the company’s annual meeting 
that unit volume for the quar¬ 
ter had risen 8 per cent overall, 
with 3 per cent growth in the 
US and a 13 per cent improve¬ 
ment internationally. 

He blamed the decline in 
earnings on higher invest¬ 
ments in product innovation 
and geographic expansion. Mr 
Artzt also cited the impact of a 
strong dollar, lower pulp prices 
and the costs related to the 
recent acquisition of Max Fac¬ 


tor's cosmetics business. 

"dearly the recession is still 
with us, Mr Artzt said. "US 
retail sales were off in August, 
and the consumer confidence 
index, which is measured 
against a base year of 1985, 
dropped from 78 per cent in 
June to 76 per cent in August, 
to 72 per cent in September." 

P&G plans , to invest more 
than 5400m after-tax in product 
initiatives and global expan 
sion in the coming year. That 
would be about 50 per cent 
above its average investment 
in each of the past three years. 


Dow Jones results tumble 32% 


By Alan Friedman in New York 


DOW Jones, the US financial 
publishing group which owns 
The Wall Street Journal, said 
third-quarter net income had 
fallen 32.6 per cent year-on- 
year, to $ 16 m, or 16 cents a 
share. 

The company said net earn¬ 
ings for the quarter would 
have been 11 per cent higher if 
a onetime 59.3m extraordinary 
tax credit last year had been 
excluded. 

Revenues for the third quar¬ 
ter were flat at 5409.5m, com¬ 
pared with 5408J>m a year ago. 
Operating income rose 5.2 per 
cent to 544m. 


The Dow Jones results pres¬ 
ent an overall decline of 17.8 
per cent for the first nine 
months of 1991, to S68.7HL Rev¬ 
enues for the first three quar¬ 
ters of the year were 0.6 per 
cent down, at 5L269bn. 

The company's information 
services division, which 
includes Telerate and the Dow 
Jones Information Services 
group, reported a 3.9 per cent 
rise in operating income for 
the third quarter on revenues 
of 51884m, up L7 per cent. 

Operating income in the 
business publications unit, 
which includes The Wall Street 


Journal, Barron's magazine 
and other publications, more 
than doubled to 55.76m in the 
quarter, hut from a very low 
base of 52.7m. Revenues in this 
division were up 0.4 per cent, 
to 51645m. 

Advertising lineage at the 
Journal dropped 7.6 per cent in 
the third quarter and 13.1 per 
cent in the first nine months of 
the year. 

Ottaway Newspapers, the 
community newspaper subsid¬ 
iary, suffered a 20 per cent 
decline in operating income, to 
¥8A5m, on revenues that were 
49 per cent lower at 556.675m. 


Amended Notice of Redemption 
To the Holders of: 

Merrill Lynch & Co., Inc. 

Liquid Yield Qpdon* Notes Due February 21,2006 
(Zero Coupon-Subordinated) 

**CUSIP NO. 590188 AV O 


Redemption Date: Any Business Day from and Induting October 18,1991 to and Including 
November 15,1991, as elected by the Holder. 


NOTICE IS HEREBY GIVB4 t ha t M o rri ll Lynch&Qx. Inc (the "Compaq/ 1 ), pureuart to the provisions 
of the Indenture dated as of August 15,1985 (aa supplemented by a First Supplemental Indenture 
dated as of October 7, 1991) between the Company and Chemical Bank (the Indenture”), has 
ejected to redeem and wffl redeem on the Redemption Date (aa defined below) a0 of its outatanefing 
Liquid Yield Option* Notes (toe February21,2006 (Zero Coupon-Subonfmated) (the "Notes") Issued 
under the Indenture at the Redemption Price (as defined bekm). On the Redemption Date, the 
Redemption Price wffl become due and payable with respect to each applicable Note, end original 

issue discount (and any interest thereon, as described below) shall cease to accrue on and after 

the Redemption Date. Aa used herein, trie “Redemption Date” wfth respect to arty Note shafl be 

any Business Day from and including October 18,1991 to and todudirig November 15,1991 on 

which the Holder of the applicable Note presents such Note for redemption at an address designated 

below; provided, however, that the “Redemption Date” for any Note presented for redemption prior 

to October 18.1991 shall be October 18.1991. and the "Redemption Date'’ for any Note presented 

for redemption after November 15,1991, or tor any Note never delivered, shaO be November 15, 

1991 .The “Redemption Price” for any Note having a Redemption Date of October 18.1991 shafl be 

$331.09 per $ 1,000 principal amount and the “Redemption moB" tor any Note having a Redemption 
Date after October 18.1991 shafl equal $331.09 per $1,000 principal amount plus accrued interest 
on such amount at a rata of 84b per annum calculated In accordance with the provisions of the 

Indenture from, and tndutflng. October 18,1991 to. but excluding, the Redemption Date applicable 

to such Note. Please note that the Company has also announced a tender offer for the Notes at a 
price of S336J97 net per $1,000 principal amount Notes should be surrendered for payment of the 
Redemption Price as follows: 


Chemical Bank 
Ra Box 25996 
Church Street Station 
New York, New York 10008 

By Hand: 

Chemical Bank 
Co rporate Ttofcra 
55 Water Street, RM 234 
New York, Now York 

Chemical Bank 
LHmestraase 30 
Ra Box 174126 D6000 
ftankfurt/lflain 17, Germany 

Banque fotematfonafe a fjuxwntxxau SA 
2 Boulevard Royals 
2953 Unemboiag VB*, Luxembourg 


Chemical Bank 
180 Strand 

London WC3ER EX England 


Kredletbank Brussels 
Aranbergstraat 7 
B-1000 Brussels, Belgium 


wishing to exercise their oonra^inrigtrts should deliver their Notes to the addresses above on 
or prior to the Redemption Date. 

MerriH Lynch & Co, Inc. 

Dated: October 8,1991 _ By; Chemical Bank Trustee 


Under the Interest and Dividend TbxCompflanoe Act of 1983, we may be required to withhold 204b 
of any gross payments made within the United States to certain holders who tel to provide us 
with, and certt^undar penalties of penury; a correct taxpayer Wentifying^tnTiber (employer Identi¬ 
fication number or social security number, as appropriate) or an exemption certificate on or before 


when presenting your Notes for payment. 
nhKtamaric of Merrifl Lynch & Con Inc. 

“This CUStP number has been assigned to this issue by an organization not affitated with the 
Trusted or the Company and la included eolaiy tor the convereence cs the holder. Neither the Company 
nor the Trustee snail be responstote lor the se l e c ti o n or use of this CUSSP number, nor is any 
representation made H3 to its correctness on the Notes or aa indicated in any redemption notice. 


MEDIOBANCA 


societA per azioni 

HEAD OFFICE. MILAN. ITALY 

PAID-UP SHARE CAPITAL: LIT MCUWO.OCOJttfc RESERVES LIT IAM«)(UU)lOOD 


Notice of Ordinary General Meeting 


Notice is hereby given that an Ordinary General Meeting 
of Mediobanca will be held at the Company’s Head Of¬ 
fice in Via Filodrammadci to, Milan, Italy, at to.oo a.m. 
on 28 th October 1991 in the first instance, and any ad¬ 
journment thereto at the same time and place on 29 th 
October 1991 , to transact the following business: 


Bristol-Myers’ Aids drug 
wins approval from FDA 


By Daniel Green 


1) The Accounts for the year ended jw th June 1991, the Directors' and 
Statutory Auditors’ Reports and resolutions thereon. 

2 ) Election of Directors. 


j) Election of Statutory Audit Committee and fixing of the Committee's 
remuneration. 


4 ) Appointment of Auditors pursuant to Italian Presidential Decree No. ij 6 
dated j 1st March 19?}. 


Under Article 8 of Mediobanca's Articles of Association, shareholders 
who have ac lease five days prior ro aSth October 1991 lodged their 
shares ac the Company's Head Office or at any Branch Office of 
Banca Commercials Italians, Credito Italiano or Banco di Roma (or 
at Monte Titoli m the case of shares managed by it) arc entitled to 
attend the meeting on presentation of an admission ticket. 


Carrefour^^ 


SALES (taxes included) AS OF SEPTEMBER 30,1991 



Sepc. !«»l 
vin FF 
mi Ilia*) 

■» 

Sept 91/ 
Sep*. 90 

Tirat nine months 
ended Sept. J0.19PI 
{in FF milI iom) 

<¥ cumulated 
Sept. 91/ 

Sep*. 90 

Group sales* 
France 

10.192 

7^286 

43.5 

48.6 

76.744 

52,533 

29.2 

28.0 


* fadudmg dr ntarf Mooibnt ml EudokU pasta. 


tvcludusg HvncJwr Hid Euromarchf turan»«, sales of Cmtoout in France 
increased by 4.} on September PO and 8 6 4? on a cumulated basis and 
Group sales increased by 13.1 * on September 90 and 13.7 % on 2 
cumulated basis. 
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As of September 4. 1991 Pryce, CamtouTs Spanish suOskSary, opened 
ds thirty second store in Abba (Valencia). 

In September, the new formula of the 'Contour Newspaper 0 has been 
seM to the 900.000std&orlben and customer of Cerrefourh Ranee. 


THE US Food and Drug 
Administration (FDA) yester¬ 
day approved DDL a Bristol- 
Myers Squibb drug, making it 
one of only two officially sanc¬ 
tioned Aids treatments. 

The other is Retrovir, or 
AZT, made by Wellcome of the 
UK. 

DDI, to be sold under the 
name Videx, Is authorised for 
use for patients where Retrovir 
seems ineffective or causes an 
adverse reaction. 

The price of DDI is in line 
with industry expectations. 
The wholesale price is 51.745 a 
year. Even after mark-ups dur¬ 
ing distribution, the cost to 
most patients is expected to be 
less than $2,000 a year. 

This compares with a whole¬ 
sale price far Retrovir of S2.200. 
It is a smaller discount than 


some had feared and might 
provide relief to Wellcome 
shareholders, who feared 
renewed political pressure on 
the company to cut its prices. 

Furthermore, the FDA is 
likely to review this approval 
at another meeting in spring 
1992. “They could use the 
opportunity to restrict the drug 
even further," said a UK phar¬ 
maceutical industry analyst. 

The combination of DDI’s 
price and the FDA's tight lim¬ 
its on who should receive it 
means that Retrovir will 
remain the first choice treat¬ 
ment far Aids. 

The reluctance of the FDA to 
allow DDI to be prescribed 
more widely is largely because 
its side-effects are recognised 
to be more serious than those 
of Retrovir. 


Molex slips to $14.9m 


By Barbara Durr in Chicago 


MOLEX, a leading US maker of 
electronic connectors, saw net 
income fall in the first quarter 
on increased sales. 

Net income in the quarter to 
September 30 declined to 
$l4.9m from S17.1m a year ago. 
This was partly the result of 
losses generated by new acqui¬ 
sitions, economic problems in 
Europe and reduced margins in 
Japan. 

Sales for the period went 


ahead by 9.6 per cent, to 5187m 
from $i70.6m last year. Income 
per share fell to 30 cents from 
34 cents. 

The company’s higher sales 
backed the trend for the indus¬ 
try due to the introduction of 
new products and further 
international expansion. 

The order backlog at the end 
of the first quarter was 
5132.7m, up 8.7 per cent over 
last year’s 5122.1m. 


MUM launches Berjaya bid 


MALAYAN United Manu¬ 
facturing (MUM), the cement 
and property unit of Malayan 
United Industries, has formally 
launched a partial bid for 
Ihter-Facific, the Malaysian 
conglomerate now renamed 
Berjaya Group, writes Lim 
Slang Boon in Kuala Lnmpur. 

MUM is offering M51.60 a 
share, payable in MUM shares 
and cash. 

Shares in Berjaya Group 
ware trading yesterday at 


M$L43 compared with a close 
of M5L08 on Monday. 

The M$318m (DSJ79.6m) bid 
for 38 per cent of the group, 
rather than a complete offer, 
came after Mr Vincent Tan, 
Berjaya Group's chairman, 
raised his personal stake to 51 
per cent from 32J& per cent 

The Berjaya Group has, in 
turn, a 30.8 per cent stake in 
MUL which it has acquired 
since July when Mr Tan 
launched bis hostile bid. 


By Kevin Brown 

in Sydney 


RENISON Goldfields, the 
Australian mining group 
which is 44 per cent owned bp 
Hanson of the UK, yesterday 
announced a private placement? 
of shares to raise A5S6m‘ 
(US56S.3m). 

Mr Campbell Andersod;* 
managing director, said th? 
proceeds would be used to 
reduce the group's net debt, 
which grew by AS231m to 
A$442m in the year to the end 
of June. 

The placement will reduce 
Hanson's holding to 40 per ceftt 
because of an Australian Stoctf 
Exchange regulation prevsft 
ing the placement of shares M 
associate companies. Renisori 
said the dilution was "accept¬ 
able” to Hanson. 

The group said the places 
ment would comprise 17.9uf 
shares to Australian and ovef= 
seas institutions, at A$4.80 
each, a discount of 6 per cent 
on yesterday's dosing price of 
A55.12. k 

Renison spent A $325m 
on development last yeat? 
largely on the Porgert: 
gold mine in Papua Nefr 
Guinea and its mineral sands 
operations in Westerti 
Australia. r -. 

Capital spending is forecast 
to fall to around A$130m this 
year, mostly on Porgera add 
the Narama coal mine in the 
Hunter Valley coal mines Of 
New South Wales. ,l - 

Renison reported a 68 per 
cent fall in net profits last 
year, from a record A5U6m, to 
AS36.4m. The group said the 
reduction was caused by weak 
commodity prices and the 
effects of recession in Australia 
and elsewhere. 

The group is forecasting 
a significant improvement 
in profits for the current 
year, but the result will tye 
depressed by weak prices for 
mineral sands products and 
tin. ' 


Oce-Van Der 

Grinten 

advances 


By Ronald van de Krol 

in Amsterdam 


OCE-VAN Der Grinten, the 
Dutch photocopier and office 
equipment group, reported a 28 
per cent rise in third-quarter 
profit helping to lift results fbr 
the first nine m onths by 15 per 
cent. v- 

Net profit rose to El 22 &a 
($11.7m> in the third quarts 
while profit for the first nine 
months increased to FI 69 Jm 
from FI 60.6m. 

The third quarter was Ocefa 
best three months so far this 
year. In the first and second 
terms it posted profit increases 
of 5 per cent and 14 per cent 
respectively. . . v 
New products again- made an 
important contribution bo the 
growth in sales and profit. > 
Oce forecast that full-year 
net profit would be clearly- 
higher than the FI 85<7fa 
posted, in 1990. Until now, Oce 
had said only that results 
would show a rise in lSW. - - 
Sales in the third .quarter 
were up 14 per cent at ET625ih- 
Operating income*. • -Which. 
includes interest tnmme from 
fi nancial leases* rose fry 2S per 
cent to FI 50m. - * 



Renison 
Goldfields in 
A$86m share: 
placement 
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. Oce said it would pay am 
interim dividend, of FI 090, 
unchanged from the' 1990 
interim pay-out •. 
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Demand for 
referendum 
on Swiss 
stamp duty 

By William Duliforce 
irr-Geneva. 

S#ISS BANKERS* hopes ol 
hfline able to repatriate at 
tost part of the securities 
yytow they now conduct in 
to w op and Luxembourg have 
been temporarily Hagj ^d. 

Less than a week after the 
federal parliament voted to 
ggpo ve the.CLS per cent stamp 
ettty hogn securities' transac¬ 
tions between .foreigners. 
Euromarket and investment 
fund issues, the Socialist party 
and the trade nninns hare 

ft*. 


UK gilts slide as sterling 
comes under pressure 


By Sara Webb in London and Patrick Harverson in New York 


THE weakness of sterling 
pushed UK government bond 
prices lower for the second 
consecutive day and wiped out 

any hopes of an Imminent cut 

in base rates. 
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Otto Sti chr complained 
about loss of revenue 

decided to call a referendum 
on the issue. 

The socialists - who partici¬ 
pate In the four-party govern¬ 
ing coalition - were angered 
because parliament did not 
support the demand by Hr 
Otto Stich, the socialist 
ftiMnwi minister, Hint the esti¬ 
mated SFr420m (|284m) 
animal loss to the federal bud¬ 
get should be compensated for 
by increasing charges in other 
areas. 

Mr Stich, who had com¬ 
plained about a loss of revenue 
at a time of deteriorating fed¬ 
eral finances, lambasted the 
three centre/right parties for 
not “resisting the temptation 
to. make a few gifts" before the 
October 20 genonl election. 

Voicing Its disappointment 
at the socialists’ decision to 
submit the easing of stamp 
duty to the test of a popular 
vote, the Swiss bankers’ asso¬ 
ciation said that far from 
being a gift to the hanks and 
their rich clients, the relief 
would be of benefit mostly to 

institutions manag in g funds 
for mall savers. Tk* referen¬ 
dum could mean that more 
jobs would be lost in Switzer¬ 
land, the association warned, 
r Bankers’ efforts to get rid of 
the stamp duty, which has 
been widely criticised as 
■thaririing fiw co mpeti t iv eness 
of Switzerland as a financial 
centre, were thwarted in a ref¬ 
erendum earlier this year, 
when voters rejected the Intro¬ 
duction of a value added tax. 
Relief from stamp duty had 
been included as part of the 
package put to the vote. 

• Union Bank of Switzerland 
is amalgamating the private 
hanking activities at two of Its 
subsidiaries. Hyposwisa and 
P3Z Privatbank Zorich. Assets 
under manag ement will be 
integrated in Hyposwiss which 
will operate with roughly half 
the 200 employees now work¬ 
ing in the two banks. 

The amalgamatio n name as 
a response to rising costs, 
declining income and stiffer 
competition for clients both 
within and outside Switzer¬ 
land, a UBS spokeswoman 
said, 

Swiss banks 
face lower 
profit margins 

SWISS banks face lower profit 
marg ins as investors turn 
directly to capital markets to 
raise foods or let rival institu¬ 
tions manage their money, 
according to a review by 
Moody’s Investor Services, 
Reuter reports from Zurich. 

"We expect Swiss bank a to 
face more demanding clients 
and earn slimmer margins,'’ 
Moody’s said. It’s review pin¬ 
points the changes, political 
and economic, t akin g place 
within the sector. 

- Inflation had traditionally 
teen negligible, but was now 
at historically high levels, 
while high interest ra tes had 
sharply squeezed net interest 
margins. 

it was rmrlear whether Swit¬ 
zerland could return to the 
low inflation, low interest rate 
and strong currency position 
of the past, Moody's said. 

■ ■- Swiss banks were often 


potential borrowers found 
they could access capital mar¬ 
kets directly through the sate 
of securities. 

-.The banks' business was 
also becoming more institu¬ 
tional, partly doe to the Swiss 
pension law whieh steered 
towards insurance companies 
and other institutional asset 

managers the personal savings 

that used to accumulate in 
hank accounts. 

Institutional deposits were 
both more expensive and less 
stable than retail deposits, 
while institutional investors 
.were aim more perfonnance- 

i fl Hwibd than individuals. 


BONDS 


Long-dated gilts, which 
dropped a point on Tuesday, 
continued to fall at yesterday's 
opening. The market closed 
tower on the day, after a vola¬ 
tile trading session which was 
mainly futures-driven. 

With sterling hovering at the 
bottom of the exchange rate 
mechanism of the European 
monetary system, traders said 
hopes of a cot in interest rates 
have evaporated. 

The Liffe gilt futures con¬ 
tract opened at 95.07, moving 
to a low of 94.26, before recov¬ 
ering to reach 95-00. 

The benchmark 11% per cent 
gilt, due 2003/07, opened at 
113(1 and traded at 113% by 
late afternoon to yield 9.75 per 
cent The 10 per cent gilt due 
1996 opened at 101ft and moved 
to 101ft to yield 9.74 per cent 

■ GERMAN government bonds 
recovered their early losses to 
finish higher on the day. The 
Liffe bund futures contract 
traded up from its opening of 
85.94 to 86.19 by.late afternoon. 

The German government 
Issued DM 3£Lbn of the new 
8% per cent 10-year bunds via 
a tender yesterday morning, in 
addition to the DM3bn issued 
to the consortium member- 
banks on Tuesday. 

The bonds were allocated to 
consortium member banka at 
99.75 and above in the tender, 
giving an average yield of 8-29 
per cwn*. Traders said the price 
of the new issue rose to 9957 
later in the day. 


While traders bad reported 
rather weak domestic demand 
for the new 10-year bond on 
Tuesday, demand at yester¬ 
day's tender was stronger. 
Traders suggested this could 
reflect the Bundesbank's plan 
to change the way it allocates 
government bonds to consor¬ 
tium members. In the past, 
domestic banks enjoyed an 
advantage over foreign banks, 
but in future, banks will be 
allocated bonds according to 
their ability to place the paper 
in the market 

■ ALTHOUGH hopes of an eas¬ 
ing in US monetary policy by 
the Federal Reserve remained 
high, poor results from an 
afternoon auction of $9L25bn in 
seven-year notes sent bond 
prices at the long end plum¬ 
meting tower yesterday. 

In late trading, the bench¬ 
mark 30-year Treasury bond 
was down g at 1Q2£, to yield 
7.904 per cent. The two-year 
note eased ft at 100& yielding 
5520 per cent 

Trading activity was light in 
early trading, with few dealers 
or investors willing to play the 


market ahead of a possible pol¬ 
icy move from the Fed. 

In mid-afternoon, prices, 
especially at the long end, fell 
after participants trimmed 
their long positions in the 
wake of a disappointing seven- 
year auction. The yield on the 
newly-sold seven-year notes 
averaged 7 2Q per cent, above 
the 7.19 per cent expected by 
the market 

■ JAPANESE government 
bonds edged up in low vol¬ 
umes, following Tuesday's 
announcement of tough penal¬ 
ties for the Big Four securities 
firms. The yield on the bench¬ 
mark No 129 bond opened at 
5.97 per cent and closed at 556 
per cent Traders said the mar¬ 
ket was focusing on short-term 
interest rates which are expec¬ 
ted to fell when the Bank of 
Japan's new reserve mainte¬ 
nance period starts next week. 

The key unsecured overnight 
call rale was mostly trading at 
6H per cent while three-month 
certificates of deposit were 
trading at 6.53 per cent, 
slightly below Tuesday's level 
of 6.55 per cent 
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China Steel shares to be offered overseas 

By Peter Wlckenden in Taipei 


SHARES in China Steel, 
Taiwan’s highly profitable 
state-run steelmaker, are to be 
offered to institutional inves¬ 
tors overseas early next year, 
the government said yesterday. 

China Steel's sale of deposi¬ 
tory receipts in Europe, Japan, 
the US, Hong Kong and Singa¬ 
pore will mark the first over¬ 
seas issue of equity by a Tai¬ 
wanese company. 

The government aims to pri¬ 


vatise China Steel and 19 other 
companies in the next five 
years to raise funds for major 
infrastructure projects. A total 
of 10 per cent of the company’s 
shares have been sold to the 
public in two previous 
tranches. The next offering 
will be equal to another 15 per 
cent of the equity. 

Of this tranche, 65 per cent 
will be sold to domestic inves¬ 
tors and 35 per cent offered 


abroad. Of the foreign portion, 
European investors will proba¬ 
bly get 45 per cent, Japan 20 
per cent and the rest will be 
divided amongst the other 
three regions. 

The 15 per cent tranche was 
thought to be too large to be 
digested by the Taiwan stock- 
market without causing insta¬ 
bility, said Mr Lee Jin-der of 
the Commission of National 
Corporations. 
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BUSINESS LAW 


Regulators’ responses to US 
financial failures too drastic 


By Leo Herzel and Richard Shepro 


The US has been stunned in 
recent years by a series of 
financial regulatory failures: 
across the savings and loan 
industry, at Drexel Burnham 
Lambert in the securities 
industry, bank failures and 
widespread difficulties in the 
insurance industry. 

While each of these indus¬ 
tries has its own regulator and 
is subject to a system of legal 
rules, regulatory responses to 
financial problems have in gen¬ 
eral been late, abrupt and very 
severe. Similar criticisms could 
be made about the response to 
the BCCI affair in the UK 

There were high hopes for 
administrative surveillance 
when these financial regula¬ 
tory systems were created in 
the US earlier this century. A 
crucial argument in favour of 
such regulatory bodies has 
been that they can nip prob¬ 
lems in the bod. Yet this is 
precisely what has not been 
happening. 

Instead, once a regulatory 
consensus has emerged that 
there is a problem that will not 
go away, the response has been 
sudden and drastic, usually 
with very tough criminal pros¬ 
ecutions and huge fines. 

There is also a strong 
emphasis on sin g lin g out a few 
individuals for p unishm ent 
such as Michael Milken, the 
jailed one-time king of the junk 
bonds market Recently, in the 
securities field, some of the 
federal government’s more 
aggressive prosecutions have 
been coining apart on appeal. 

One disadvantage of late and 
aggressive regulatory 
responses is that no one can 
foresee all the consequences. 
The huge fine levied against 
Drexel Burnham drove it into 
bankruptcy and destroyed the 
junk bond market In turn, the 
collapse of the jnnk bond mar¬ 
ket scuttled the 1980s takeover 
boom and contributed to the 
savings and loan disasters and 
the financial difficulties of a 
number of insurance compa¬ 
nies. But, even more impor¬ 
tantly, it deprived many new, 
rapidly growing businesses of a 
vital, flexible form of credit 

In the US, the violent gov¬ 
ernmental reactions to finan¬ 
cial industry transgressions 
have been influenced by two 


special factors. Because of the 
need to gain wide acceptance 
for tough policies against vio¬ 
lent crime, there are strong 
Incentives for US politicians to 
be just as tough on whito-coUar 
crime. Furthermore, there is a 
historical tendency in the US 
to criminalise morally objec¬ 
tionable behaviour. 

In this respect, the recent 
Japanese securities scandals 
provide a sharp contrast 
Though there have been public 
apologies, high-level resigna¬ 
tions and Japan’s four leading 
securities houses have been 
subject to suspensions on key 
parts of their business, includ¬ 
ing underwriting broking, 
these sanctions are a far cry 
from the US government’s 
recent criminal prosecutions in 
the securities industry. It is 
inconceivable the Japanese 
government would have 
dreamt of damaging or elimi¬ 
nating. Nomura’s role in the 
world economy in the way the 
US did with Drexel Burnham. 

There are many reasons why 
regulators fell to catch prob¬ 
lems in advance. The financial 
machinations that regulators 
must tackle are sometimes 
highly technical. Particularly 
when complicated frauds are 
Involved, they overwhelm the 
regulatory agency concerned. 

Because of the huge profits 
(and losses) at stake, political 
influence and, occasionally, 
corruption are a potential prob¬ 
lem in all countries. 

Sometimes bad laws are an 
important contributing factor. 
Deposit insurance for the 
savings and loan industry, 
which allows risk to be passed 
off to the federal government, 
is a good example. Nonethe¬ 
less, despite the impact of 
deposit Insurance, problems in 
the savings and loan industry 
could have been detected much 
earlier than they were. 

Probably the most promising 
approach to a general solution 
is more mandato ry public dis¬ 
closure backed up with the 
force of law. 

Disclosure has real costs 
which cannot be brushed off 
On the other hand, pure regu¬ 
lation appears to be a failure. 
The savings and loan industry, 
the troubled US Insurance 
companies and the failed hanks 


bad to mak e extensive disclo¬ 
sures to regulators. But most 
of the information the regula¬ 
tors received remained 
unavailable to financial jour¬ 
nalists and the public. 

For example. In most cases 
only the regulators knew the 
size and nature of an institu¬ 
tion’s real estate and junk 
bond holdings. The worldwide 
problems of BCCI appear to 
present an extreme example of 
regulators holding information 
that coold have helped the 
public. 

In contrast, it is noteworthy 
that the vast US mutual fund 
industry, which is subject to 
detailed Securities and 
Exchange Commission (SEC) 
public disclosure requirements, 
has done far better in avoiding 
financial scandals than other 
US financial industries. Mutual 
funds in the US must publish 
complete lists of their invest¬ 
ments. 


W hat is also disap¬ 
pointing is that the 
oversight provided 
by the boards of directors of 
these troubled institutions was 
so ineffective. One of the chief 
functions of independent direc¬ 
tors should be to avoid serious 
economic and legal blunders. 

In the BCCI scandal, much 
has been of the unusual 
role of accountants Price 
Waterhouse as an informant to 
the Bank of England. However, 
where a properly functioning 
hoard of dixectozs is in place, 
important problems uncovered 
by the auditors should come to 
its attention immediately. 

One of the most important 
benefits of public disclosure is 
that the knowledge that infor¬ 
mation will have to be dis¬ 
closed affects the conduct of 
financial institutions in 
advance. Boards of directors 
and managements know that 
even the most highly technical 
information will filter through 
to the public after being assim¬ 
ilated by the financial press 
and competitors. 

In the US, the threat of pri¬ 
vate litigation engendered by 
public disclosures increases 
the incentives of managements 
to avoid problems. 

A form of public disclosure 
occurs when companies such 
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Petroleos del Mediterraneo, S.A, 


B.P. Espana, S.A. 


The undersigned acted as financial adviser to 
Corporaddn Industrial y Financiera de Banesto, S.A 


UBS Phillips & Drew Securities Limited 



as Standard & Poor’s. Moody's 
Investors Service and AM Best 
publish their ratings of compa¬ 
nies. Ideally, these private rat¬ 
ing companies should balance 
the needs of public disclosure 
and confidentiality. They 
receive a great deal of informa¬ 
tion they make public only in 
the form of ratings. Through 
their published ratings they 
can act more quickly and with 
more subtle effect than regula¬ 
tors. 

In theory, the rating process 
should be subject to market 
discipline from businesses 
which rely on the ratings. In 
governmental regulation 
systems, there is no such disci¬ 
pline. But market discipline 
does not appear to be working 
entirely effectively with rat¬ 
ings companies. In the case of 

several failed insurance compa¬ 
nies, rating companies appear 
to have had information that 
could have ted to earlier disclo¬ 
sure of important problems. 
One possible explanation is 
that rating companies most 
survive on the goodwill of the 
businesses they rate. 

Although the rating agencies 
did not prevent problems at 
Mutual Benefit and Executive 
Life, their recent decisions to 
downgrade the ratings of sev¬ 
eral other insurance companies 
may help to forestall a more 
extensive insurance crisis. On 
the other hand, private ratings 
have never been an important 
force in the savings and loan 
industry, probably because of 
deposit Insurance. 

It is not clear how much bet¬ 
ter public disclosure require¬ 
ments would be than regula¬ 
tion in cases of systematic 
fraud such as that alleged in 
the BCCI affair. BCCTs public 
disclosures probably would not 
have been any more realistic 
than its reports to regulators. 
However, the regulators them¬ 
selves had plenty that could 
have been disclosed to the pub¬ 
lic. 

Even in an extreme case 
such as BCCI, market forces 
might have provided a much 
better evaluation of the infor¬ 
mation available to regulators 
than the regulators manag ed. 
The authors are partners in the 
Chicago office of the law firm of 
Mayer, Brown & Platt 
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MAES Funding 
No. 1 PLC 


£90,000,000 

BHH International 
Finance PLC 

Guaranteed Secured Floating 
Rate Notes dne 1995 
For the period from October 8, 1891 to 
Jasmrj 8, 1992 the Notea will carry 
an interest rate of MAirifc per annum 
with an interest amount of 12,6&&4S 
per 800,000 and of XBG,864.75 per 
ri.000,000 Note. 

The relevant interest payment date will 
be January8,1992. 

A|ent Bonk: 

Banque Ptuibafl Luxembourg 
Socidtd Anonyme 


£ 200 , 000,000 
Mortgaged Backed 
Floating Rate Notes due 2018 

Notice is hereby given that 
the Rate of Interest has been 
Fixed at 10-6375 % for the 
interest period 6th October, 
1991 to 8th January, 1992. 

























































































































































































































































26 


FINANCIAL TIMES THURSDAY OCTOBER 10 1991 


INTERNATIONAL CAPITAL MARKETS 


Fresh round of 
preferred stock 
issues expected 


By Richard Waters 


CHANGES to the capital 
adequacy rules of US banks, 
proposed by the US 
administration on Tuesday, 
raise the likelihood of a new 
round of preferred stock issues 
- though few analysts expect 
this to do much to boost the 
availability of credit in the US. 

After a spate of preferred 
stock issues earlier this year, 
estimated at about $lbn in 


US BANKS' RELIANCE 
ON PREFERRED STOCK 
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total, some of the largest US 
money centre banks are 
already up against, or over, the 
ceiling allowed for such 
capital. 

Under current US rules, 
preferred stock can represent 
up to 25 per cent of tier one 
c apital, a tindt which the Bush 
administration is now 
proposing to raise as part of a 
package of moves aimed at 
encouraging hanks to lend. 


Banks which have issued 
such stock this year include 
Chase Manhattan (which 
raised $200m), Bank of America 
(SlSlm). Security Pacific 
($174m) and Mellon (8150m). 

As a result, two banks - 
Mellon and Chemical - are 
already over the 25 per cent 
ceiling, according to estimates 
by IBCA, the UK rating 
agency. Others, such as 
Citicorp and Continental, are 
close to the limits allowed. 
Raising the ceiling makes it 
likely that further issues of 
preferred stock, which is 
generally cheaper to service 
than common stock, will soon 
follow. 

However, analysts pointed 
out this would make scarcely 
any impact on the overall cost 
of capital to US banks and 
although It may encourage 
hanks to lend at the margin, its 
impact would be barely 
noticeable. 

They added that lack of 
demand from credit-worthy 
customers, rather than a lack 
of supply of credit, was behind 
current concerns about a 
“credit crunch" in the US. 

Mr Frank Suazzo, an analyst 
at SG Warburg, said: “What 
they are trying to do Is 
positive, but it won’t change 
the position much. It gives 
banks more flexibility in the 
types of capital they can raise, 
but it won’t change their 

thinking ." 1 


LTCB agrees to acquire 
US financial boutique 


By Stefan Wagstyf in Tokyo 


LONG TERM Credit Bank of 
Japan is planning to buy Peers 
and Company, a Wall Street 
corporate finance boutique 
with which it has had commer¬ 
cial ties since 1985. 

LTCB announced yesterday 
it had agreed to buy Peers for 
$ 20 m from Kemper, tbe US 
financial services group. The 
deal is subject to approval by 
the Federal Reserve Bank of 
New York. 

LTCB is paying a fraction of 
the prices paid by Japanese 


finanrial companies in the late 
1980s at the height of a boom 
in cross-border mergers and 
acquisitions. For example. 
Nomura Securities invested 
SlOOm for 20 per cent of 
Wasserstein Perella. 

The value of Japanese corpo¬ 
rate acquisitions overseas fell 
from a peak of Y2,899bn 
(822.4m) in 1989, to Y2,583bn in 
1990 and just Y417.7bn in the 
first nine months of 1991, 
according to Yamaichi Securi¬ 
ties, the broker. 


Institutional investors flex their settlement muscles 

Norma Cohen on concerted moves to set an industry standard for electronic trade confirmation 


ff 


n’ 


I N AN unusual flexing of 
muscle, some of Britain’s 
largest institutional inves¬ 
tors have taken one of their 
their most pressing back office 
problems into their own hands. 

Rather than leave the devel¬ 
opment of a key aspect of trad¬ 
ing systems to regulators or 
tbe stock exchange, they have 
banded together to dictate to 
vendors the structure of a 
trading system that all will 
use. 

The institutions, led by US- 
based Fidelity Investments, 
hope to gain a “critical mass” 
of Institutional users who, once 
agree to buy tbe system, 
be able to set an industry 
standard. 

In the process, they are has¬ 
tening the advent of an inter¬ 
national securities market 
where investments are bought 
and sold across national bor¬ 
ders. to seeking a uniform sys¬ 
tem for electronic trade confir¬ 
mation - re placing a manual 


system - the institutions hope 
to cut office costs and pare 
down to hours a process that 
now can take days to complete. 

The institutions say that 
unless trades c a n be electroni¬ 
cally confirmed, there is little 
hope of complying with the 
Group of 30's target of settling 
all trades within three days of 
garfi transaction. 

“We control an awful lot of 
power. We hand out huge 
amounts of commission," said 
Mr Chris f^rth-h transactions 
manager at US-based Fidelity 
Investments, which is spear¬ 
heading the effort. 

Last Monday, Fidelity hosted 
a meeting of 21 institutional 
shareholders who viewed pre¬ 
sentations from four of the 
largest trading system vendors. 
Tbe four are US-based Deposi¬ 
tory Trust Company, Canada- 
based Thomson Financial Ser¬ 
vices, Financial Models Corp 
and GE Information Services. 
A fifth vendor, Reuters, 


declined an invitation to make 
a presentation, saying it was 
already testing its own system. 

“What we are trying to do 
electronically is to get trade 
confirmation in three hours. 
Not, as is currently the case, in 
three days, if we’re lucky," 
said Mr Alistair Reid, a direc¬ 
tor at Morgan Grenfell Asset 

Mstnag f impnt 


B ut Mr Reid and others 
acknowledge that, once 
such a system is in place 
and widely used by partici¬ 
pants, it could be adapted for 
other purposes, including set¬ 
tlement or even off-exchange 
trading. Thus, the institutions, 
who account for roughly 75 per 
cent of the volume of trading 
on the London Stock 
Fynhangp may be laying the 
groundwork fra: an alternative 
to the exchange. 

The system, as envisaged by 
the institutions, will allow for 
nearly instantaneous confirma¬ 


tion of transactions in all types 
of securities in any market. 
Thus, a UK fluid manager 
could confirm within hours 
that he has purchased equities 
on the French bourse and 
begin to take steps needed to 
settle the account. 

Trade confirmation is the 
process which confirms that a 
transaction has occurred at 
stated terms. It is the link 
between trading and settle¬ 
ment, fail ure to confirm 

trades exp ose s participants to 
significant market risks. 

Until now, institutions have 
left it to the exchanges or to 
vendors of trading systems to 
come up with solutions to their 
ba ck problems. This has 

forced brokers to install hard¬ 
ware of several vendors in 
order to satisfy their clients, 
and the clients say that no one 
vendor’s system satisfies all 
their needs. 

Fidelity's Mr Smith said 
there appears to be little point 


in allowing vendors to con¬ 
tinue developing systems on an 
ad-hoc basis. “I was concerned 
that there would be a plethora 
of systems and that there 
wouldn’t be any uniformity,” 
he said. 


M eanwhile, the London 
Stock Exchange has 
been painfully slow 
off the mark. It is already 
years behind schedule in the 
development of its paperless 
settlements system, known as 
Taurus, and has not yet even 
begun to deal with trade con¬ 
firmation. 

This compares with some 
other European financial cen¬ 
tres, such as Germany, which 
already have linked electronic 
trading and settlement 
systems. 

Also, institutions were fur¬ 
ther angered by t he de cision 
last June by the SWIFT board 
of directors to deny them 
access to the interbank mess¬ 


aging system which could have 
been adapted for trade config 
matron. Mr Smith said the 
refusal by SWIFT’s board ta 
allow non-banks access was 
the catalyst for bis efforts to 
organise an alternative: 

For its part, the London 
Stock Exchange said it is 
watching developments with 
interest and it supports efforts 
to achieve electronic trade 

^pa tching . 

However, the exchange’s 
Market Settlement Group, com¬ 
posed of eight of the UK’s larg¬ 
est brokers, has raised detailed 
questions about the proposal j 

In a six-page letter to Mr 
S mith, the group spelled out a 
variety of difficulties with the 
project that could present 
obstacles to development 

Privately, some institutions 
say, the stock exchange may 
be concerned about the devel¬ 
opment of a competing project 
while Its plans are still under 
study. ! 


Dispute on pricing of Prudential Finance issue 


By Simon London 


THE international bond 
market took on a more uncer¬ 
tain tone yesterday, reflected 
in wide disagreement among 
bankers about the correct level 
of pricing for the day’s new 
issues. 


INTERNATIONAL 

BONDS 


Prudential Finance, the 
funding arm of the UK insur¬ 
ance company came with a 
8300m 10-year deal, lead man¬ 
aged by Credit Suisse First 
Boston. The bonds cany an 8% 
per cent coupon and were 
priced to yield 75 basis points 
more than US government 
bonds. 

Some firms said the yield 
spread was at least 10 basis 
points too narrow for an insur¬ 
ance company of this credit 
quality. Others said the matu¬ 
rity was too long and the deal 
too large. Yet some partici¬ 
pants in the deal repented no 
problem in placing their alloca¬ 
tions of paper. They said Euro¬ 
dollar investors were currently 
extending the duration of their 
bond portfolios to longer matu¬ 
rities and ready to take on cor¬ 
porate risk. The lead manager 


held the bonds at the fixed re¬ 
offer price of 99.24 throughout 
the day. 

CSFB aisn lead managed a 
C$250m 10-year deal for Daim¬ 
ler Benz, the German motor 
manufacturer. The deal was 
priced to yield 30 basis points 
more than Canadian govern¬ 
ment hnnrig, again considered 
far too ti ght by snme partici¬ 
pants, aggressive but fair by 
others. 

Demand for Canadian dollar 
bonds has slackened sli ghtly 
over the past few days follow¬ 
ing weeks of heavy issuance. 
Against this J Daimler tu»wt is 
among the most respected cor 
porate borrowers In Europe 
and attracts strong retail buy¬ 
ing. Again, the deal was held 
at the fixed re-offer price of 


99.69 through-out the day. 

The syndication of an 
Escl5tm five-year issue for the 
International Finance Corpo¬ 
ration, the private sector arm 
of the World Batik, also proved 
controversial The syndicate 
was dominated by Portuguese 
banks, yet placement for bonds 
ripnflmirigtpH in Escudos is con¬ 
centrated elsewhere in Europe. 
The deal appeared to run 
smoothly during the morning 
session, but in the afternoon 
the juice began to slide as Lon- 
don-based banks declined to 
take paper from the syndicate 
at the issue price. 

From an issue price of 100%, 
the bonds were quoted as low 
as 99.15 in the afternoon ses¬ 
sion before late buying at the 
lower levels restored confi¬ 


dence in the issue. By the 
close, the bonds were trading 
at around 99.75 bid, against full 
fees of 1% per cent 
Demand for the Portuguese 
currency remains strong, with 
investors anticipating rapid 
fells in interest rates as Portu¬ 
gal becomes more integrated 
into the European community. 
• KFW, the German state- 
owned financial institution, 
made its debut issue in the 
Spanish peseta market, launch¬ 
ing a PtalObn five-year bond 
issue via Banco Comercial 
Transatiantico. The deal car¬ 
ries a coupon of 11% per cent 
and was priced to yield 11.18 
per cent, around 20 basis 
points more than the World 
Bank’s five-year peseta bond 
issue launched last week. 


NEW INTERNATIONAL BOND ISSUES 

PorrowHii 

US DOLLARS 

Amount m. 

Coupon * 

Price 

MaturfTy 

Fees 

Book runner 

Prudential Finance BV(aJt 

300 

au 

100.865 

2001 

2 / 1.3125 

CSFB 

CANADIAN DOLLARS 
Daimler-Benz MhJUnerica(a)t 

2 S 0 

9h 

101 J 05 

2001 

2/1 ^ 

CSFB 

ESCUDOS 

International Finance Corp(a)t 

ISbn 

12 

100 h 

1998 

1%/1 

Deutsche Bk dlnvestimerto 

PESETAS 

Kred’otalt Fuer Wlederairibeu(b)t 

lObn 

11 «* 

10112 

1996 

1 V 14 

Bco. Com. T rartsatiantico 


**Prtvato piacaitienL (Convertible. *WHh equity warrants. ^Floating rate note. tFinal terms, al Nonmailable, b) Matador 
Issue. Non-callaMe. 


Merrill Lynch denies illegal 
‘parking’ of junk bonds 

By Patrick Harverson in New York 


MERRILL Lynch, the Wall 
Street securities house, yester¬ 
day denied allegations that 
during the 1980s it had engaged 
in illegal “parking" of junk 
bonds on behalf of a troubled 
Florida insurance company. 

The allegations surfaced as a 
San Francisco newspaper 
reported that the Securities 

a n d RrnhflTig P fVn wwii«itinn wag 

investigating Merrill's role in 
an alleged scheme by Guaran¬ 
tee Security Life Insurance to 
improve its results by hiding 
its ownership of risky, high- 
yielding corporate bonds. 

Guarantee Security, the 
sixth largest insurance com¬ 
pany in Florida, was seized by 
state regulators in August 
amid fears that it would 
become insolvent 


According to the repeats of 
the SEC probe, on four occa¬ 
sions during the last decade 
Merrill helped Guarantee Secu¬ 
rity by temporarily exchanging 
its low-rated junk bonds for 
government securities a few 
days before the end of each 
fhatiwal year. 

The practice, known as 
“parking”, would have, given 
Guarantee’s investment portfo¬ 
lio the appearance of stability 
and value, and would have 
allowed the insurer to escape a 
state tax on corporate bonds. 

Merrill issued a statement 
confirming it was cooperate 
with the SEC in its review of 
the Guaranty Security band 
transactions, but denying that 
it “engaged in any illegal or 
unethical a c t ivity" . 




CIS to become member of SFE 


CARGILL Investors Services 
(CIS) intends to become a 
clearing membra - of the Sydney 
Futures Exchange Clearing 
House, part of the Sydney 
Futures Exchange (SFE), 
AP-DJ reports from Sydney. 

CIS, a specialist in exchange¬ 


traded futures and options, has 
operations on the leading us 
and European exchanges. 

“Clearing the SFE plays an 
important part in our global 
strategy to provide services in 
tiie Pacific Rim, " said Mi* Hal 
Hansen, CIS president 
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opto 

CALLS 

Od to Am 

ptns 

Set to Apr 

(Mae 

AHd Lyons 

550 71b 86b 1W 

Lb Ub 16 

BAT liris 

(*6191 

600 27b 54 72b 

8 27 32b 

1*642 J 


650 7 30b 47b 35b Hb 57b 

BTB 

AS0A 

40 6b 9b Ub 

3b 5b 7 

(*4061 

f*«2> 

K> 2 6 7b 

10 12Ub 



cans pots 

to Feb Mw Fd Hey 


CMis ran 
to to to to to to 


6 M 52 * 721 , 801 , 3 b 10 17 
450 17 38 S 0 >i 19 26 b 37 b 

390 23 35 39 b 44 » 9 % 16 
4 » 719 b 24171 a 24 30 


LSHta 

ras> 


220 21 25 27 21 , 9 U 

240 1013b Ub 10b M* 22 


60 b 4 4 b 19«j 20 21 k. 


MUarfBfc 

re*9) 


l*4U) 420 9>, lS*a 29b 14 23b 26 * Wtoal 


240 » » 36 8 b I 2 *j 15 *i 
260 2018 % » 27 % 2 lb 24 


BrtL Airways 16030 b 32 b 36 b b 21 , 3 b 
(■ 291 } 180 11171 , Z 2 «j 1 «, 9 

200 2 7 b 13 b 10 b 17 ), 19 b 


CadbBQrSdi 390 34 46 b Mb 613 b 21 
‘* 412 ) 4 » 16 29 b »b 17 b Mb 32 b 


1157 1 


240 ab 21b 25b lb 3b *b 
160 6 b Mb 14b 0 9b 12b 


SaKI Bee- 

dam* 700 44b 67b 85 lb 12b 18b 

(*742 J 750 1037b 55b 16b 30 b 37b 

BOO lb 17b 34 58b 61b 65b 


fasten Elec 160 22b 26b »b 1 4 6 
<179) 1» 7b 12b 16b 6 12b 14b 


tot« 

("933) 


R-toce 

(1411 


900 73b M0 U7 2441b 51b 
950 44b 73b BBb 46b 63b 75b 
M0 9 13 15 6 1011b 
160 2b 5b 7\ a 23 24 


Boots 

C*419> 


B.P. 

f*341> 


390 31 40 51 % 6 8b 

420 5b 21b 33 6 14 19b 

330 13 21 Kb 2 8 U 

360 lb 6b 12b 19b 24b 2Bb 

ami* Sari 12D 4 7b U lb 5b 6b 

(*1231 130 1 3b 6b 7Ub 12 

Baa 1000 -38b 59b -39b 47b 

(1000) 1028 b - -Mb - - 


Cotna 

(* 1020 ) 


6 EC 

(1871 


1O00 42 76 92 14 27b 40b 
MSI Mb 48b 65b 3852b 64b 

MO U 15 a 2 5 6 b 
200 2 6 9b 13 15 17 


Sattfe* 

Power 

( 110 ) 


100 


1317b Mb lb 3b 4b 
HO 6 b 9 U 4b 6 8 


norm 

rea> 


220 Ob lib 26 
240 1 4 b 8 b 


LASM 0 

1*3021 


CSWlrt 
(*563> 


550 a 39 b 56 b 3 1722 b 

600 2 b 17 33 b 3845 b 50 b 


lux lids 
<1311 


6 2315 b 
2127 b 29 b 
300 15 ttb 30 b 8 14 b 18 b 

330 5 lib 17 b »b 32 b 34 b 

HS R *9 Ub 12b 

140 2 b 5 8 b 15 17 19 


(*89) 


» 9 b 12 b 13 b 2 b 3 b 5 b 
90 4 7 8 b 6 7 b 10 b 


Ctetadds 460 19 3 S 50 3 Ub lb 
1*475 ) 500 2 b 15 b a 24 » 34 


P. 6 0 . 
(1061 


Co*. Data 460 ttb 43 b - lb 6 - 

(*4851 500 2 b 20 27 b 17 23 31 b 

Fob* 460 a 42 53 3 b 15 b a 

(*4751 500 319 b 33 » 35 b 41 b 


PUUngtsn 

( 148 ) 


500 - - - 

519 12 b »b 39 b 20 b 25 b 


Fate 

(* 273 ) 

Dm EMI 
1 * 795 } 

158 

( 140 ) 


260 18 b 26 b » 
280 815 b Mb 


PratoUaf 

(*2341 


14013 b 17 b 23 3 b 8 9 b 
160 3 b 8 b 13 b 13 b 19 b ab 
Za 19 b 27 b - 2 4 - 

240 6 Mb Mb 9 b 12 b lbb 


Vaal Beefs 

C*J68> 


750 60 b 74 b «b 
800 22 b 44 b Mb 
140 8 11 13 

UO 2 b 3 b 6 b 
60 U U 15 
70 5 7 b Mb 


llflflrnu— 

wpico ne 

H07) 


700 36 b 63 b 83 b 
750 M 39 b 61 b 


4 b 7 b lib 
13 b 16 b 20 b 

8 b 13 17 
25 b 31 b 36 b 
5 b 9 10 
a 21 b 22 b 

2 b 4 b Wi 
' 7 b 10 lib 

ffl 38 b 46 b 
56 b «b 70 b 


HCN 330 22 3641 b 1 B 16 b 

(* 351 ) 360 4 19 S 12 b 2131 b 

OmtUiL 800 52 b 76 b 89 b lb 25 22 

(*B 481 85013 b 45 60 b 12 b 35 42 


Race) 

( 17 ) 


RTi 

nan 


125056 b 106 126 4 *»b 43 b 
( 1295 ) 1300 22 b 72 b 95 b 20 b < 5 b 63 b 


Sew. & New 

(*4121 


Ktogftor 550 12 34 b 48 b 9 b 22 b 29 
(*550 1 600 b 13 b 27 b 50 b 52 b 54 b 


Tecco 

(* 246 ) 


1*2551 


249 8 b 15 b a 4 b 10 b 14 b 
268 lb s i 3 b M a a 


Danes 

W«er 

( 169 ) 


55 4 b - - 2 - - 
« 2 4 b - 4 V 5 b - 
550 24 42 b 49 b 10 b IB %b 
600 5 b 2126 b 42 b 43 b 53 b 
390 a 37 b 47 b 3 b 9 12 b 
«0 10 b 20 30 Mb 23 b Sb 
24015 b 23 b ab 3 5 8 
260 5 b Ub 15 b 13 b 14 b 16 b 


mOD FT- 8 E DMEX P 2 S 847 
2425 2475 gg 5 2575 2 M 5 26752725 *775 


CALLS 

Oct 163 116 73 b 39 b 17 b 6 b 2 1 

to I® 141 10168 b 41 b Z 3 b Ub 5 b 
**£ - 129 - 69 - 29 b- " 

to 253 -183 - 123 • 731 - 

to 295 -230 - 165 - 116 - 

S«P 3 a - 255 - 200 - 150 - 


pots 

®jA 5b .9 16 30b 36£94b 139-186. 
to 3420b »b 47 70b 1QL 137 ZA 


JtoSmr 500 12b 26b 38b 3 13b 17b 
C5W) 550 b 6 b 16 42 45b 48b 


Vttdafane 

(*367) 


360 - -*fe - -Mb 

370 U) 18b - 8 b 16b - 

36019b 13 - 9 Mb - 
390 616b -23 b 32b - 


-- --r—W TOb 101 1ST m 

toaob - 4o -J6b -as- 


" - HU - 

to 38b -61b -93b . - M6 - 

to 50 - 77 - 187 - 150 - 

Sep 60 - 90 - 120 . --160 - 


HAS 

rZ7B) 


260 19 ab 34b b 4b 7 
2» 3b 13 Sb 6 11 14b 


¥<■ _ to to to to to to 

5*5 to. ig 24 33 36 3b SIT 
P2W) 30012b ab 24b 10 14 17 


FMC fMVIMCK 1M OBEX MOB) 
nat is75 im ms me ms nw 


Satowy 330 - -37b - - 8 

(*3481 356 3b Mb -10b 16b - 

Trans. 500 12 Mb 35b 5 12b 16b 

non 550 2b 9b 14 43 43 44? 

Sterrimw 100 8b Ub 14b lb 5 6 

f*107) U0 3 6 10 4 810b 


ARStiad 
<*371 


35 5b 9 11 3b 4b 5b 

« 4 6 b 8 b Ob 8 9 


CALLS 

to 63 43 2?bUb 9 4b 3 
to 95 75 54 43 35 24b 13 


todays 

1*447 J 


BheCbde 
<*239 3 


420 39 50b 52b 410b 13b 

46014b 25 X 21 29 31b 
2a M 32 -2b 

91 


rare 

to 9b Mb 23b 36 52 73 97b - ^ ~ 

to 18b 24b 32b 42b 54b 65 85 - ffggK 


Trafalgar 220 - -25b - -17b 
1*230) 231 6 15 - 517b - 


British Cas 
(186) 


240 13 a 23 12b 17b 

® 1721b 2Sb 5b 9b 12b 
300 6b Ub 13b 15b 19b Ob 


F74EDBEXn5M •. 

2406 2C02M825M 2680 aBHWaSt 



IM Btsodti 390 16 30 37 3b Ub 18 
PUS) 420 Zl3t» U & & 31 


Dias 
(*2521 


ItaHenr 

1*784) 


UXranar 

CS49) 


750 37b 58b 73b 312b 18 
800 6b 29b 43b 19b 32? 39b 
240 13 24b Z7 2b 7b 13b 
260 6b 15 18b 12b 17 22b 


240 21b ab 38 6106 Uh 

aw ui9b 27 13 aa? 


.3 1 


Emumri 

C473I 


460 42 65 82b 17b 28b 36 
500 24 43b 60 38 50 55 


to F«6 to to Ftt 


GUw 

( 1424 ) 


1400 84 125 163 37b 55b Mb 
MS05Bb9Bb 135 9? 76b 85b 


CALLS 

Oct 189 142 95 56 27b 10b 
»« 209 164 123 87 - 57 33b 

to 331 109 151 11683b 57 37 — 
to 2tt 208 UQ 135 104 77b 53b 37b. 

Jeo t 321 - 3*8 - 185 -135 - 

ran : ^—- 

to 4 6 b 13 b 23 b «b » 

to 12 16 25 38 b Mb 90 b UO 15 

to M a 36 51 i71 .W.134 12 


£ ®Cb61b M jW'JS'UO 

tot 60 -82b —. 129 — IB : 


to An 
1 * 377 ) 


BJU 

(SS4) 


384 16b 35b 3Bb 21b 29b 42b 
414 7b 22 25 4146? 61? 


Harter SUL 
I*739) 


43741b 48b 61b 2b 7b Ub 
46013b 25 37b 15 Z4 27b 


Mltoom 

COO) 


™ “65 b 74 7b Ub 13 
750 23b 33 40 29b 3132b 

20 - - Jt - . ni. 

ZIOObMb -12 b 14b - 


toto 3 Total Ctabaca 32.492 .. 

Mb2.494 PitsA75S ' 

EW. FT-S E Crib 459 Pett 538 . • 

gtortoKPhda Mb 250 Putt 0- : _V 

y tohto M l i rt e We : TLa* dated 09*70*0 

PtoUmitoaewtoeiM.Mddlijrtte. 
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toner, sn Maria 


TRADITIONAL OPTIONS 


• First Dealings Oct 7 

• Last Dealings Oct 18 

• Last Declarations Jan. 9 

• For settlement Jan. 20 

For rate Indications see end of 


London Share Service 

Calls: AIM Group, Aviva Pet, 
Buabiaaa Tach* Kunkfc, Proteus, 
United Biscuits. Puts; Maxwell 
Comm. 


>}'%-.■ ■? * 


NOT CLOSE.. .EXACT 


The FT-Actuaries Share Indices Service 

FINSTAT, the Financial Times Statistics Service rrfw * v - 

For further information contact FINSTAT on 071-702 0991. ‘ 2; 
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OFT refers Lloyds Chemists’ bid 


By Jane Fuller 

LLOYDS CHEMISTS’ Sffl m bid 
nr Macarthy, which owns the 
Savory ■ & Hoore chemists 
«®in, has been scuppered, at 
least until next year, by a ref- 
erence to the . Monopolies ami 


Lloyds had seemed home 
and dry in the three-cornered 
takeover battle for Macarthy, 
which had recommended its 
Wd- It spo ke for 75 per cent of 
the equity through acceptances 
and a stake. 

'- K joins UniChem, a rival bid¬ 
der, on the MMC’s agenda. 
Both have been referred 
because of concerns about 
competition in the wholesaling 
of prescription drugs. Lloyds 

distributes to its OWn ehafn of 
635 chemists' shops, while Uni- 
Chem is a leading wholesaler 
alongside AAITs Vestric sub¬ 
sidiary, each serving roughly 
28 per cent of the ujoiMaie 
market 

* Had Lloyds bought Macar¬ 
thy, its total number of phar¬ 
macies would go up to 810, 
bringing it closer to Boots, the 
retail market leader with 1,070. 
Boots also does its own 
distributing. 

Mr Allen Lloyd, chairman 

Mothercare 
agrees Japanese 
.franchise deal 

By John Thornhill 

Mothercare, the babywear 
'chain which forms part of the 
Storehouse retailing group, is 
to sell its branded products in 
Japan having concluded a fran¬ 
chise agreement with Negoro, 
a wholesaler founded In 1861 
■ Negoro will open 20 Mother- 
care stores withm the next five 
years and is expected to make 
a significant contribution to 
Mothercare’s business. The 
stores will mainly sell Mother¬ 
care branded products which 
are sourced in the UK 
1 Mothercare has a policy of 
only offering one franchise per 
country thereby allowing the 
franchisee free reign to build 
up a business. The company 
believes it also encourages uni¬ 
formity of customer service, 
product standards and pricing. 


and chief executive of the 
acquisitive group, said he was 
"very surprised and a bit 
angry” at the Office of Fair 
Trading’s derision. 

*T am trying to grow the 
company behind Boots and I 
can’t understand why I’m 
being handicapped. We are 
smaller than Boots and that’s 
what's hurting the most.” 
Lloyds only had 5 per cent of 
the market 

The reference leaves Gramp¬ 
ian Holdings, the Scottish 
mini-conglomerate, with the 
only cleared bid, worth nearly 
£70m. Macarthy’s share price 
fell back from ai7p to 251p yes¬ 
terday, lp below the level of 
Grampian’s bid. Bat Macarthy 
has said that it will "certainly 
not” recommend the Grampian 



its’ bid Managing 

director 

ground of declining numbers of ffOGS HS 3l 
regional wholesalers. ® 


Allen Lloyd; feeling very 
surprised and a bit angry 


At Lloyds’ peak share price 
of 285p, its offer valued McCar¬ 
thy’s stock at 306p. Lloyds’ 
price slipped from 278p to 273p 
yesterday. The betting is that 
if It is cleared by the MMC, 
which has a deadline of Janu¬ 
ary 17, its bid will go straight 
back on the table. DniChem 

bag alan maria rlpar rta con¬ 
tinuing interest 


The OFT seems to be con¬ 
cerned about the danger of a 
duopoly developing in the 
wholesaling of prescription 
drugs, involving UniChem and 
Vestric. 

The recent entry into the 
market of Medlcopharma, a 
Dutch company that bought 
Macarthy’s wholesaling busi¬ 
ness, is seen as a healthy 
counterweight against a bacfe- 


Lloyds said that it already 
deals with Medicophanna, and 
would continue to do so. About 
a quarter of its prescription 
drug requirements come from 
wholesalers. 

However, Mr Michael Watts, 
director of the British Associa¬ 
tion of Pharmaceutical Whole¬ 
salers, which includes Vestric 
and Medicophanna, said he 
welcomed the MMC’s review of 
the industry. 

He complained that self-dis¬ 
tributors such as Boots and 
Lloyds supplied their outlets 
with the most profitable lines 
Of prescription drugs, leaving 
the vast majority of unprofita¬ 
ble ones to the wholesalers. 
"Yet they get the same margin 
from the Department of Health 
as we do.” 

Mr John Richards, stores 
analyst at County NatWest, 
said: "The only thing clear to 
me about competition policy is 
the concern about vertical inte¬ 
gration. And anything concern¬ 
ing health in the run-up to a 
general election is likely to be 
called into question.” 

See Lex 


Creditors of Willaire’s closed 
electronic side call meeting 


By Mlchiyo Nakamoto 

A MEETING has been called 
today for creditors of Ainnead, 
an electronics division that 
late last month was put into 
voluntary liquidation by Wil- 
laire Group, the environmental 
and electronics concern. 

There has been some con¬ 
cern that the meetin g might 
attract little attention given 
that Ainnead was a new name 
unknown to employees and 
customers until the liquidation 
was announced. They had 
believed the division was still 
called WHlaire Electronics. 

The division, accounting for 
roughly half of Willaire 
Group’s turnover, traded 
through four operations - 
Business & Typing Systems, 
Walters International, Keen 


Networks and CSB. The name 
was changed just a few days 
before the group called in Stoy 
Hayward on September 26 to 
act as liquidator. Willaire 
announced the Ainnead liqui¬ 
dation the next day. 

As a result of the name 
change, Willaire’s share price 
hardly reacted to the liquida¬ 
tion and has not budged from 
the 8p they were trading at 
before the announcement 

No one at Willaire, Stoy Hay¬ 
ward and DBS Phillips & Drew, 
Willaire’s broker, was available 
to comment yesterday. 

It was well known for some 
time that things were not com¬ 
pletely well with Willalre’s 
electronics business. Competi¬ 
tive pressures in a difficult 


market had led to reduced 
sales and margins, particularly 
in the second half of the finan¬ 
cial year. 

In May when it launched a 
rights issue anri share consoli¬ 
dation, Willaire said in its 
statement that it expected the 
operating profit contribution 
from electronics of £580,000 
(£501.000) on sales of £8^3m 
(£4-57m) in the six months to 
October 1990 would reverse 
into “significant losses” in the 
second half. 

The circumstances that led 
the Willaire board to opt for 
voluntary liquidation of a divi¬ 
sion that provided nearly half 
of group turnover in the first 
half of the year, however, are 
still unclear. 





Company Directors, 


don’t be late for a 


VERY IMPORTANT DATE 


A private limited COMPANY baa jusi ten months 
from the end of its financial year to send its 
accounts to us. An annual return should also be 
submitted every twelve months . . . but don’t 
leave it too late. After all, it’s easy to lose 
confidence in a company that fails to meet its 
legal obligations. It can also cause trading 
problems when anyone wanting to do business 
with you doesn’t have access to the most up-to- 
date information. So if you’re the director of a 
private limited company, don’t miss that 
important date. Because you might not just lose 


. business, you may also gain a 

V 

criminal record and be personally 
liable for a fine of up to £2000. 


For more information 


telephone Companies 
House on (0222) 380925. 


Allied Leisure gloomy 
despite 19% advance 

By David Churchill, Leisure Industries Correspondent 


ALLIED LEISURE, the 
nightclub and ten-pin bowling 
operator, sees no early sign of 
a recovery in leisure spe ndin g. 

Mr Richard Carr, chairman, 
said yesterday the sector was 
still depressed. T cannot see 
any real upturn until next May 
or June,” he added. 

In spite of his pessimism, Mr 
Carr announced pre-tax profits 
for the year to July 16 showing 
19 per cent growth, from 
£2.61m to £3-lm. Turnover rose 
to £2L8m (£18.9m). 

Earning s per share dropped 
to 12~2g (I3.4lp). The final divi¬ 
dend is 3.25p on capital 
increased by a rights issue, for 
a total of 4.75p (&9p). 

Mr Carr said the increase in 


turnover was below expecta¬ 
tions as a result of the reces¬ 
sion. “However, good house¬ 
keeping measures and holding 
our operating margins enable- 
dus to increase profits against 
a backdrop of deep recession.” 

Allied operates 12 ten-pin 
howling centres in the UK, 
with a further two planned to 
open by the end of the year in 
Dundee and Preston. Its second 
nightclub opened last Decem¬ 
ber in Bedford and has traded 
well, said Mr Carr. A third club 
opens in Dundee in December. 

Mr Carr said expansion 
plans in Germany had been 
pat on hold because of the 
opportunities to expand in the 
UK market 


$25m loan for Anglesey 




MMf- 


conmiin souse 

Crown W»y, Cardiff CF 1 SUZ. 


Owii pa nloi Home Eatathw Agency of tfcr Dqar tmm i of Trade and Iwliwiy. 


By Bronwen Maddox 

ANGLESEY MINING yesterday 
agreed a project loan of up to 
S25m (£U5m) as part of the 
finance of Phase n of its devel¬ 
opment of the Parys Mountain 
mine in North Wales. 

Coopers & Lybrand DeLoitte 
heavily qualified Anglesey's 
report and accounts for the 
year to March 1991 because it 
could not be sure that ade¬ 
quate finance would be found, 
and was uncertain whether 
£8.57m for development and 
exploration included in the bal¬ 
ance sheet could be recovered. 

Phase D, to take the develop¬ 
ment to the point of operation, 
will need about £20m. Mr Hugh 
Morris, chairman, said the 
company would look to raise 
new equity as part of the pack¬ 
age. 

The company also recently 
received a £2m Welsh Office 
flBfiiatamflg grant, as the devel¬ 
opment will create 147 jobs. 


Its majority shareholder, 
Imperial Metals Corporation, 
the Canadian company which 
founded Anglesey in 1984, has 
agreed to provide guarantees 
and sponsorship for the loan. 

Anglesey expects the Heeds 
of Agreement signed with 
Swiss Bank Corporation and 
Bank of Scotland to lead to a 
full contract within two 
months, and for the full financ¬ 
ing package to be complete by 
the pnri of the year. 

The board expects to begin 
mining in early 1993. 
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Correa - 

Total 

Total 

Current 

Date of 

ponding 

for 

last 

payment 

payment 

dividend 

year 

year 

3J251* 

Dec 11 

2A 

4.75 

3 & 

a 

Dec 2 

3 

- 

9.5 

15 

Jan 7 

1.5 

- 

3.6 

2-4 

Nov 19 

2^4 

- 

10 

ZJ65 

Nov 26 

2.3 

4.95 

405 

1.65* 

Jan 10 

1.65 

- 

4 

5.1 

Nov 9 

4.8 

6.7t 

as 


£ urotunD d P.L.C Registered Office: Victoria Plaza. Ill Buckingham Palace Road, London SW1W QST. 
Registered in England No; 1960271 

Eurotunnel S-A. Sifege Sodafc 112, avenue KUber, BJP. 166,Trecad£ra, 7577D Paris Cedes* lb, Francu. Capital 
FRF531838,480. RCS Paris NaB 334192 408. 


The Interim Report of the Eurotunnel Group of 
companies to 30 June 1991 was published on 7 

October 1991. . . 

Copies have been sent to holders of units and 
warrants in registered form and to those holders 
of units and/or warrants in bearer form who 
requested copies of the last Annual Report 
published in 1991. Copies of the taternn Report 
in English and French will be available from II 
October from any of die following institutions: 


Le Rapport Semes [riel du Groupe Eurotunnel au 
30juin 1991 a publiff Ie 7 octobre 1991. 

Une copie de ce Rapport a «St£ envoy6e & cheque 
actionnaire nominatif, ainsi qu'aux titulaires 
d'txnites et/ou de boos de souscriprion an poneur 
' qui avaient demands une copie du Rapport 
Annuel public en avril 1991. Les copies do 
Rapport Semesiriel en anglais et franc ais 
peuvent etre ob tenues an pres des organisracs 
suivants k partir du 11 ociobre 1991. 


Fnrfish Lmeunce - National Wotminster Bank P.LC Register's Department, PO Box 39, Cam IHm, 1 
w™Rri^HBOT7ZF England (by post)-nut Nomura Seanftte Company Ltd. 9-1, IQuoNihonbasW-Cliw-ku, 

odkSwO - Citibank NA.,111 Wall Street New Yak, N.Y. 10043, USA. 

(oar counter) Barque Iitdosufi* 96 boulevard Haussman. 75006 Paris. France et a RJX. 
SnTliSdes Champ# Hyaks 7S008 PSma, France,-0 vote disposition) GinAalede Barque, Montagnedu Pare 3, 
1 X 0 BruxeUe& Belgique etBanque Indosuez Belgique. 40 nie des Colonies, 100 Bruxelles, Belgique. 


DIVIDENDS ANNOUNCED 


Ailed Leisure_fin &25fft Dec 11 2L8 4.75 3 & 

Austin Reed_Int 3 Dec 2 3 - 9.5 

Hevetock Europe—Hit 1.5 Jan 7 1.5 - 3.6 

Helical Bar _int 2.4 Nov 19 ZA - 10 

Maunders (John)_fin 2£5 Nov 26 2.3 4J9S 4.96 

Quactiant_int 1.65* Jan 10 1.65 - 4 

Staidafr(Wrii)_fin 5.1 Nov 9 4A 6.7t 6^ 

Dividends shown pence per share net except where otherwise stated. 
‘Equivalent after allowing for scrip issue. fOn capital Increased by 
rights and/or acquisition issues. §USM stock. ^Carries scrip option. 


PUBLIC WORKS LOAN BOARD RATES 

effective October 9 

Quota loans* 


1_ 

Over 1 up to 2_ 

Over 2 up to 3......._ 

Over 3 up to 4... 

Over 4 up to 6 -...—... 

Over 5 up to 6_ 

Over 6 up to 7........_ 

Over 7 up to 6.... 

Over 8 up to 9---- 

Over 9 up to 10- 

Over 10 up to IS- 

Over 15 up to 25.—-- 

Over 25.... 


m 


10 

10 

10 

102ft 

lOlg 

101ft 

10lft 

101« 

102« 

101ft 

10*8 

IQlft 

10** 

101ft 

102ft 

1024 

101ft 

lOlq 

103 ft 

10 1 * 

10 >4 

10^ 

10V 

10V 

1022 

WJq 

103 ft 

1032 

10% 

1022 

IQiz 

10% 

1012 

1022 

10*2 

1022 

1012 


Fresh debt reconstruction as 
losses mount at Eagle Trust 


restructures 

By Charles Batchelor 

MS DEREK Sach, a group 
managing director of 31, the 
UK venture capital company 
which plans a flotation early 
next year, will leave the com¬ 
pany at the end of this month 
in what 3i called “a restructur¬ 
ing of the senior management 


The departure of Mr Sach, 
43, reduces the number of 
group managing directors to 
two and the executive commit¬ 
tee to four members. Mr Sach 
is responsible for 3i’s UK 
investment activity. No other 
executives are involved in the 
shake-up, Si said. 

Hr David Marlow, chief 
executive, will take specific 
responsibility for UK invest¬ 
ments following Hr Sach’s 
departure and will be sup¬ 
ported by two UK investment 
directors, Mr John Platt and 
Mr Brian Larcombe. 

Mr Sach joined 31 in 1972, 
became a member of its execu¬ 
tive committee in 1988, and 
was appointed to the board a 
year Later. 

3i has undergone two shake- 
ups - leading to 160 job losses 
in the past 18 months - in 
response to the tougher eco¬ 
nomic climate anri hi prepara¬ 
tion for a public listing. How¬ 
ever, Mr Sach's departure, 
which was announced to staff 
on Tuesday, was not linked to 
die flotation, 31 said. 

In July, 3i reported a drop in 
net revenues to £38m (£59m) 
for the year to March 1991 and 
a quadrupling of provisions 
from £28m to £128m. Earlier 
this month it won final back¬ 
ing from its hank shareholders 
for a public flotation fax the 
spring in the form of an 
investment trust 


Helical Bar 
blames interest 
rates for loss 

By Roland Rudd 

Helical Bar, the property 
development, investment and 
trading company, yesterday 
reported a pre-tax loss of 
£694,000, compared with a 
£1.59m profit, for the six 
months to Jnly 31. 

Mr Michael Slade, chief 
executive, blamed the torn- 
round on historically high 
interest rates and the low level 
of trading. 

“There is little we can do 
than stand still for the next 12 
months. Interest rates may be 
coming down, but they have 
remained high historically," 
he said. 

Earnings per share dived to . 
OJSp (4Jtp) but the interim div- 
Wend is maintained at 2.4p. I 
Mr Slade warned that the year j 
would be a “long, hard haul" ; 
with little sign of a significant 
recovery in the market 

Sales more than halved to ^ 
£2lm (£4&2m), while operat-; 
Ing profit fell from £lL3m to 
£7.7m. Gross rental income of 1 
£8.6m accounted for 87 per 
cent of gross profits. 

Property sales of some £25m 
helped reduce borrowings by 
£16m to £120m, which still 
represented gearing of 170 per 
cent Mr Slade said he was 
confident that borrowings 
would foil farther as more dis¬ 
posals were made 

An extraordinary credit of 
£947,000 represented the stxr* ' 
plus on sale of investment 1 
property over cost 

GrandMet purchase 

Grand Metropolitan is buying 
Aunt Nellie's, a vegetable 
packing company based in 
Wisconsin, which had sales 
last year of 967m. The consid¬ 
eration was not disclosed. 


By Bronwen Maddox 

EAGLE TRUST, the troubled 
mihirconglomerate which was 
delisted a year ago. yesterday 
announced a £9,47m pre-tax 
loss for 1990 accompanied by 
its second reconstruction of 
debt within the last five 
months. 

It also revealed that the 
reversal on September 27 of an 
earlier court ruling now left it 
free to pursue claims for 
£13.5m against SBC Savory 
MBn, its former stockbroker. 

"Our total £70m litigation 
programme may take years, 
but ihw reconstruction means 
that no one can afford to 
believe we will not be around," 
said Mr David James, chair¬ 
man. 

In the reconstruction the 
banks will convert about £20m 
of interest due between Janu¬ 
ary 1 1991 and December 31 
1993 into convertible redeem¬ 
able preference shares in Eagle 
Trust 

The group’s net debt is 


£67.5m, compared to £U8m in 
September 1989 when Mr 
James, who has a reputation as 
a troubleshooter, was 
appointed. 

The reconstruction needs 
shareholder approval at the 
ananai meeting on November 
6. 

The previous reconstruction 
In May converted £l5m of bank 
debt into preference shares in 
a newly-formed holding com¬ 
pany for rtw* largest subsidiary 
Samuetoon Group. 

The two reconstructions 
were prompted by the 1990 
losses, winch palled sharehold¬ 
ers funds down to a negative 
£4L5m from a negative £30.4m 
in 1969. 

Samuelson, the film services 
company, and the Pavis plumb¬ 
ing business - now sold to 
management 1 . - were hit hard 
by recession and operating 
profits on continuing busi¬ 
nesses foil to £813,000 (£3.4m) 
on turnover down from 


£l(E9m to £9&5m. 

Net interest charges of 
£14.1m (£12.8m) led to the 
£L9m increase in pre-tax 
losses, despite a £2L3m excep¬ 
tional credit after the release of 
a provision on the sale of 
investments. 

Mr James said; “We are not 
necessarily breaking up the 
rest of the company; we could 
either hold or trade the 
remaining businesses." 

The litigation against SBC 
concerns the company's Octo¬ 
ber 1987 rights issue, and 
Haims £ 13.5m and costs. The 
company also maims £50m for 

negligence anri dft ma g aa from 

auditors Peat Marwick. It is 
also claiming an unspecified 
amount from seven former 
directors. 

The accounts list numerous 
outstanding suits brought by 
former directors against the 
company, Including one action 
for wrongful arrest and defa¬ 
mation. 


Government to probe Edencorp 


By Peggy Holllnger 

THE government yesterday 
appointed inspectors to investi¬ 
gate Edencorp, the troubled lei¬ 
sure group which has been in 
administrative receivership 
since July. The inquiry is 
believed to follow complaints 
from the company’s sharehold¬ 
ers over the conduct of its 
affairs. 

Edencorp was floated cm the 
USM in May 1989 at 21p. Under 
founder and chairman Mr 
Mlrhnp! Wallace, the Winripawy 
pursued an aggressive acquisi¬ 
tion policy in Portugal and the 
UK. 

In May 1990, Edencorp 
announced taltca on a possible 
bid “with a number of parties" 
- believed to include Verlt, 
the investment vehicle fur con¬ 
troversial Irish businessman. 


Mr John Carway. However, 
talks were cancelled in Novem¬ 
ber 1990. 

Mr Wallace reassured share¬ 
holders then that the company 
was lowly geared enough to 
s ur v i v e on its own and soon 
afterwards disposed of a large 
block of stock. He holds about 
48 per cent of the group. 

Mr Wallace resigned on 
December 3 amid con t r ov er s y 
over £ 600,000 in loans made to 
him through a subsidiary of 
the company. 

On December 6 the shares 
were suspended as Edencorp 
Baid it had received an offer 
not above the I2p suspension 
price. The group alBo 
ynnn rmrpri that gearing was 80 
per cent and the results for the 
year to end October would be 


Smurflt accepts revised 
Brent Walker proposals 


JEFFERSON SMtJRFTT Group, 
the Irish papa: and paHmging 
company, announced last night 
that a subsidiary hari reached 
conditional agreement with 
Brent Walker, the troubled lei¬ 
sure group, an a set of propos¬ 
als revising the terms undo: 
which its £25m of Brent 
Walker 13 per cent capital 
bonds should be swapped. 

Smurflt also said that its 
chairman, Mr Mirhm»i Smurflt, 
had accepted the proposals on 
the same baas on behalf of his 
personal interests, 

Brent Walker said that, 
before the Smorfit move, it had 
received indications from tedd¬ 
ers of about 56 per cent of the 
bands that they would support 
the new proposals. With the 


Smnzfit interest - re pr ese nt- 
ing about 25 per cent of the 
bonds - the level of accep¬ 
tance advances to about 80.6 
per cent The revised terms are 
subject to not less than 90 per 
cent of the holders agreeing 
not to pursue Hums a gains t 
Brent Walker over the bonds. 

Brent Walker added that the 
steering committee of its bank¬ 
ers and certain other banks, 
which had had reservations 
about earlier proposals, had 
now indicated their support for 
the revised proposals. 

Brent Walker said that the 
Takeover Panel no longer con¬ 
sidered the company “to be in 
an offer period". This indicates 
that Lonrho’s tentative take¬ 
over offer is now was dead. 


Brown & Jackson chief 
resigns over performance 


By Ivor Duce 

MR BRYAN Duffy has resigned 
as chairman m< i rhtef execu¬ 
tive of Brown & Jackson, the 
discount retailer and security 
alarms group. 

In a statemen t yesterday Mr 
Duffy said; “As the company's 
recent disappointing interim 
results, exacerbated by the eco¬ 
nomic recession, have fallen 
abort of shareholders* expecta¬ 
tions, I most naturally take 
qlfimate responsibility.” 

Towards the end of last 
month the group announced 


larger than expected pre-tax 
losses of £A8m for the first half 
of 1991 and mounting pressure 
from institutional investors Is 
believed to have led to yester¬ 
day's move. 

Borrowings are high and 
gearing is over 100 per cent; 
ntthnng h all the profits were 
marie in the October to Decem¬ 
ber quarter last year - there 
was an overall pre-tax profit of 
£LL5m for the full year - con¬ 
fidence has been ebbing. 

The shares closed at 7p. 


“very disappointing". 

Edencorp, under the chair¬ 
manship of Mr Tim Jones, 
began legal proceedings to 
recover the loans to Mr Wal¬ 
lace which contravened com¬ 
pany law. Edencorp said the 
majority of the faann — which 
were interest free - had not 
been authorised by the board. 

In a boardroom coup in May 
this year, Mr Wallace was rein¬ 
stated with the help of Mr Car- 
way. The law suit against Mr 
Wallace was suspended. 

The receivers are believed to 

he wurining the p owrihfflt y of 

resuming legal action to 
recover the funds. 

Verit is also known to have 
approached the receivers ova* 
acquiring some of Edencosp’s 
assets. 


Agreed £19.6m 
German bid 
for Unlstrnt 

Halfen, the German building 
materials group, yesterday 
launched an agreed cfl«h offer 
for Unistrut, the UK metal 
framing company. 

The German company, a sub¬ 
sidiary of the family owned 
Haniel group, is offering 230p 
for each Unistrut raxunary 
share and 19l%p for every- 
preference share, worth a total 
of £L9.6m. 

The preference shares are- 
traded on the Granville Inde¬ 
pendent Companies Rvchnng B 
and the offer price represents a 
60 per cent premium to the 
market quote. The ordinary 
shares are not traded. 

Halfen’s offer is conditional 
on the approval by Unistrut 
shareholders of fftim (£4£5m) 
payments to certain investors 
covering, among other tMug n, 
a license on the Unistrut name 
in eastern Europe and the 
Soviet Union. 

The bidder niatm« to have 
received irrevocable undertak¬ 
ings representing 61 per cent of 
Umstruf s voting shares. 

Reed papers 
go to Thomson 

The trade and Industry 
secretary announced that he 
has given his consent to the 
transfer of nine newspapers 
published by Reed Northern 
Newspapers (North East), a 
subsidiary of Reed Interna¬ 
tional, to Thomson Regional 
Newspapers, a subsidiary of 
Thomson Corporation. 
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Stepping stone over continental illiquidity 

Philip Coggan on the thinking behind Fidelity European Values’ loan stock issue 
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E uropean stock mar¬ 
kets may have many 
attractions in the 1990s. 
But one barrier to Institutional 
investment is that some of the 
individual markets 

are highly illiquid, and thus 
dtfWwiit to invest in with confi¬ 
dence. 

But a recent issue has given 
institutions their first chance 
to match the performance of a 
European stock market index 
in a traded form. 

The loan stock issued by a 
new investment trust. Fidelity 
European Values, will be 
redeemed in 2001 in line with 
the rise and fall over the next 
10 years of the FT-Actuaries 
Europe er-UK Index: In other 
words, if the index doubles, 
them £ 1,000 of loan stock will 
be redeemed at £2400. 

In the meantime, quarterly 
interest will be paid at a rate 
which matches the yield on the 
index - currently 8.2 per cent 
That is an additional attrac¬ 
tion to institutional investors, 
since they can claim back the 
tax deducted an Fidelity's loan 
stock from the inland Revenue. 
Had they invested directly in 
the underlying European equi¬ 
ties, they would have faced 
withholding tax on the divi¬ 
dends, which could not be 
reclaimed from the Revenue. 

To date, only £10m of the 
stock has been placed with 
institutions by UBS Phillips & 


Drew but a further £10m could 
be issued if the trust raises the 
rnudmiim £ 80 m via its ordi¬ 
nary share offer. 

The FT-A Europe ex-UK 
Index is dominated by France 
and Germany, which made up 
abont 47 per cent of the total 
weighting as of August 31; 
Italy, the Netherlands. Spain 
and Switzerland added a fur¬ 
ther 40 per cent with the 
remainder consisting of 
gmaitor markets such as Bel¬ 
gium and Norway. 

Matching index would 
he quite cumbersome and 
expensive for a small institu¬ 
tion and following an active 
investment policy across such 
a wide area could requite sub¬ 
stantial resources. 

But given that the loan stock 
seems quite an attractive 
option to institutional inves¬ 
tors. what does it mean for the 
trust that is issuing - it? 

A ny investment trust 
which borrows is gam¬ 
bling that the return it 
receives from investing the 
proceeds will be greater than 
the cost of servicing the bor¬ 
rowed money. Say. for exam¬ 
ple, a trust borrows the equiva¬ 
lent of a quarter of its assets at 
10 per cent interest. Then if 
share prices rise by 20 per cent 
in a year, its net assets will 
rise even farther - by 224 per 
cent. If however, shares fell by 


20 per cent, then its net assets 
will fall by 274 per cent 

Rather than being related to 
interest rates, the gearing 
effect on the Fidelity trust will 
be dependent on the fond man¬ 
ager's ability to outperform 
the index. 

If the trust has 20 per cent 
gearing, then a 10 per cent 
increase in its gross assets, 
compared to a 20 per cent rise 
in the market, would mean 
only a 8 per cent increase in 
net assets. 

So given that many fund 
managers fail to beat indices. 


might the loan stock not be 
rather a hard task-master? Mr 
Anthony Bolton, who will be 
managing the trust, argues 
that the job of any professional 
fund manager is to out-perform 
the index. 

F idelity's European unit 
trust, also managed by 
Mr Bolton, has out-per¬ 
formed the index over the past 
five years, during which time 
it has been first in the sector. 

However, Mr Bolton has not 
done so well over the last two 
years, with the unit trust fell¬ 


ing 194 pear cent (offer-to-bid 
with income reinvested) far 
worse than the 54 per cent fell 
In the index. That situation 
would have resulted in a 20 per 
centplns fell in net assets if 
replicated by the investment 
trust 

H owever, the nature of 
the stock does protect 
Mm from the “double 
whammy” effect of a falling 
market 27 European markets 
decline, so too will the value of 
the loan stock. That would 
obviously not be the case had 
the trust borro w e d via a con¬ 
ventional route. 

In addition, had the trust 
paid, say, 8 or 9 per cent to 
borrow D-Marks, then Mr Bol¬ 
ton would have been forced to 
look for high-yielding Euro¬ 
pean shares in order to meet 
the interest payments. That 
would have distorted his 

However, the income effect 
of the stock is not entirely pos¬ 
itive for Fidelity. It suffers 
withholding tax on dividend 
payments, whilst having to pay 
gross interest on the loan stock 
to investors. 

Whether or not the Fidelity 
trust structure is a success, it 
awns inevitable that the loan 
stock will not be the l ast 
attempt to provide ms t.i tT iti nrw 
with an indexed route into 
European equities. 


Austin Reed’s long road to recovery 
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By John Thornhill 

THE RECESSION is far from 
over and trading conditions 
even worsened in September, 
according to Mr Barry Reed, 

nhaiiman of Austin ByH tha 

clothing manufacturer and 
retailer which yesterday 
recorded a 29 per cent fell in 
interim profits. 

“1 do feel that the politicians 

are tr y in g to tell US things that 

have not yet happened. Con¬ 
sumer confidence has quite a 


way to go,” he said. 

“While there is plenty of 
anecdotal evidence to suggest 
an jwimiTipnt and to the reces¬ 
sion, our own experience 
points to a longer road to 
recovery . . . with sales 
remaining depressed into next 
year.” 

In the half-year to August 10, 
the group’s taxable profits 
showed a fell from £905,000 to 
£639,000. Sales slipped from 


£40.8m to £39.7m. 

Sales of menswear, which 
accounts for more than three 
quarters of retail turnover, fell 
by 2 to 3 per cent although 
womenswear recorded an 
increase of 4 per cent 

Higher VAT eroded margins. 
The group trades from 37 
stores, having closed three 
smaller units at the end of the 
half-year. 

Chester Barrie, the group’s 


Savfie Row tailor, experienced 
a “hiccup" as dgmand for top- 
of-the range nothing fen in toe 
UK and Europe. 

Earnings per share fell from 
2.lp to L5p. The interim divi¬ 
dend is held at 3p but share¬ 
holders were warned that the 
final would “naturally have to 
depend on the outcome for the 
year as a whole". 

The A shares closed lOp 
down at I66p. 



May we present Bank Austria, the leading Austrian Bank 
following the merger between Zentralsparkasse and 
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Quadrant 
declines to 
£940,000 
at halfway 

AN OPERATING loss and 
reduced investment income at 
Quadrant Group resulted in 
pre-tax profits falling from 
£2£m to £940,000 over the half 
year to August 81. 

The gro up , with interests in 
photographic products, pro¬ 
cessing, videos, and shipping, 
saw sales decline to £26.4m 
(£29 An), an operating loss of 
£255,000 (profit £801,000), and 
investment Income of £1.33m 
(£1.7m). 

On top of that was an excep¬ 
tional charge of £138,000 for 
compensation to Mr Jeremy 
Peace, the former chairman. 

Earnings per share came to 
2.04p (5.18p) but the interim 
dividend Is again l-65p. The 
company has repurchased a 
total of 2-82m of its shares at 
an average price of 77.7p. 

Sales at Sangers were down, 
closely tracking the general 
contraction of the photo¬ 
graphic products market 
Develop ment of its own 
imported and branded product 
range were progressing posi¬ 
tively. Leeds Photo visual was 
also affected by trading condi¬ 
tions. 

In processing, the estate 
agency side improved. In the 
medium term, however, only a 
s us tained recovery in activity 
would provide the foundation 
on which stable taming s could 
be built 

Results of the video division 
were disappointing, in part 
attributable to a slowdown in 
investment by public bodies 
and other institutions. 

Earnings from shipping 
were expected to make a mate¬ 
rial enntrni o Hnii to the year 
end results as the second IPG , 
vessel was delivered last : 
month. 


Poor retail climate 
hits Havelock Europa 


By James Buxton, Scottish Correspondent 


HAVELOCK EUROPA, the 
shopfitting group, plunged into 
the red in the first half of this 
year. 

It blamed a collapse of orders 
from stores groups for a pre¬ 
tax deficit of £2.18m after 
exceptional charges. 

That ramf» from turnover or 
£17.4m (£21.1m), and compared 
with pre-tax profits of £615,000 
last time and £1.5m for the 
whole of 1990. 

Sir Lewis Robertson, who 
was foctaRpd as chairman by 
financial institutions in 1989, 
p a g a rrfe ri the loss as “a blip." 
However, he did not expect any 
substantial improvement in 
the second half, though there 
were sjg T* s of improved volume 
of work in the first quarter of 
1992. 

Hie interim dividend is held 
at L5p on losses per share of 9p 
(earnings 2.5p). The final - 
2. Ip last time - would depend 
on the second half outcome 
and prospects for 1992. 

Sir Lewis said customers had 




stores refurbishments, and 
what business had been won 
was on low margins a gainst 
intense competition. The group 
was, however, expanding into 
new markets including equips 
ping banks and building soefet- 
ies. 

The plant at Inchinnan, near 
Glasgow, bad been dosed and 
staff numbers cut, resulting in 
exceptional charges of £490,000. 
There was an extraordinary 
charge of £110.000 relating to a 
discontinued business. 

Mr Hew Balfour, chief execu¬ 
tive. said the group was press¬ 
ing ahead with cost control 
measures, including just-in- 
time production which should 
enhance productivity and prof¬ 
itability. 

The group completed pro¬ 
jects for Harrods and Self¬ 
ridges, and was now serving 
National Westminster in addi¬ 
tion to TSB. It had a new sup¬ 
ply agreement with Boots and 
expected Marks and Spencer 
wcmld be a substantia] source 

_!1_ TOnA itiBjft kArnmil 


Exceptional 

After providing an exceptional 
£L69m against specific sites in 
its hank John Maunders 
Group, the residential and 
industrial estate developer, 
saw pre-tax profit fell by 33 per 
cent 

In the year to June 30 the 
group again made 695 legal 
completions but a further 
swing to first time buyer units 
coupled with discounting 
meant turnover dropped from 
£58m to £54.4m. 

S elling prices continued to 


hit Maunders 

decline but reductions were 
more severe in the south than 
in the north-west. 

Operating profit fell to 
£6.I5m (£8.45m) after excep- 
tionals. Interest charges 
declined to £2L59m (£3Jm) leav¬ 
ing the pre-tax balance at 
£3.63m (£5.41m). Earnings pear 
share came to 9-84p (14,45p) 
and the dividend is again 49Sp, 
the final being 2i5p. 

Year-end bank borrowings 
amounted to 30 per cent of 
shareholders' funds. 


LEGAL NOTICES 


Wm Sinclair moves 
ahead to £4.48m 

William Sinclair Holdings 
lifted pre-tax profits by some 
13 per cent, from £3£8m to 
£4.48m, in the year to June 30. 

Among the three divisions, 
pet animal and aquatic prod¬ 
ucts did weQ with turnover up 
from £1.8m to £4.49m and 
profit before tax and interest 
ahead from £158,000 to 
£415,000 as a result of the con¬ 
tinued recovery at Wood¬ 
pecker and the opening of the 
new depot at Wickenby, Lin¬ 
coln. 

Turnover of the garden lei¬ 
sure and professional horticul¬ 
ture division fell to £23.2m 
(£24.3m) while profit fell li 
per cent to £23Gm. In garden 
sundries and Silvaperl Indus¬ 
trial turnover rose 20 per cent 
to £4.65m (£3£7m) while the 
profit rise was held to 12 per 
cent after an exceptional loss 
following a nursery closure. 

Earnings per share worked 
through at I7.2p (17.1p) on 
capital increased by last 
November's rights issue. The 
dividend is raised from 6.3p to 
6.7p with a final of 5.1p. 


Losses at Lendn 
Increase to £173,500 

Lendn Holdings, which has 
supplemented its original rub¬ 
ber activities in West Malaysia 
with sheep and cereal fawn mg - 
in Australia, incurred a loss of 
£173,532 pre-tax for the first 
half of 1991. 

The outcome - which com¬ 
pared with a deficit of 
£116.691 last timg - came on 
turnover of £84^901 (£55,658) 
and took in exchange gains of 
£29.154. 

Losses per share emerged at 

l-26p (0.72p). 

An extraordinary g ain of 
£145,683 represented further 
compensation against compul¬ 
sory land acquisition in Malay¬ 
sia. 


Martin Currie 
Pacific assets rise 

The net asset value of Martin 
Currie Pacific Trust was 
291 .4p p er share at August 31, 
up from 264-9p a year earlier 
and 282.8p at the trust's year- 
end in February. 

Net revenue for the six 
months totalled £118,000 
(£17.000) reflecting reduced 
exposure to Japan mm greater 
emphasis on Australia, New 
Zealand and Hong Kong. 

Earnings per share worked 
through at 0.96p, up from 
0.14p last time. 


IMI expands US 
building side 

IMI, the building products, 
Quid power and specialist 
engineering company, has 
acquired AW Cash Valve of Hl- 
inois. 

The purchase marks the 
first US acquisition for IMFs 
building products group, 
which made pre-tax profits of 
29m in the first half of 1991. 

AW manufactures pressure 
regulating and safety controls 
for heating and plumbing 
systems. It has turnover of 
520m (£11.4m) net assets of 
$lim and 175 employees. 

Its products will supplement 
those manufactured by IMI 
Yorkshire Fittings in Europe 
and Aust ralia where demand 
is growing: 


TO ALL CREDITORS AND OTHER PARTEBS-IN 
INTEREST OF MCORP, MCORP FINANCIAL, INC.. 
AND MCORP MANAGEMENT, INCLUDING HOLD¬ 
ERS OF SECURITIES OF MCORP AND MCORP 
FINANCIAL, INC. -- 


UNTIED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF TEXAS 
HOUSTON DIVISION 


lure 

MCORP FINANCIAL. INC.. 
MCORP MANAGEMENT and 
MCORP. 

Debtors. 


Jointly Administered 
Chapter 11 Case Nos. 
89-02312-H3-I1 
89-OZ324-H3-11 
89-Q2848-H3-U 


ORDER APPROV ING REVISED THIRD PROPOSED DISCLOSURE STATE¬ 
MENT PURSUANT TO SECTION 1125 OF THE BANKRUPTCY CODE WITH 
RESPECT TO THE REVISED THIRD PROPOSED CHAPTER n PLAN OF 
MCORP, MCORP FINANCIAL, TOC. AND MCORP MANAGEMENT 

TO ALL CREDITORS AND OTHER RUtnES-IN-INTERESr: 

On September U. 1991 .the Third Proposed Disclosure Statement Pursuant to Scc- 
non 1125 of the Bankruptcy Code With Respect to the Third Proposed Chapter II Plan 
of MCotp, MCorp Knanda], Inc., end MCotp Management (the "Third Proposed Dis¬ 
closure Statement**) was filed by the debus in the abow-captioned, joiafly- edmlnis - 
ued bankruptcy cases (the “DebtonT). relating ntheThhd Proposed Chapter II Ptai 
of MCotp, MCorp Financial, Inc., and MCorp M ana gement (the "Third Proposed 
Plan-* and the Cburt is satisfied (hat proper notice of the hearing on the Third Pro¬ 
posed Disclosure Statement and of the time by which objections must be filed to the 
Third Proposed Disclosure Statement was given to all creditors and parffei-iu-intemst 
on .Sept em ber II. 1991. and that aneh notice is reasonable under Bankruptcy Rules 
2002(b). mn(»V mri tty. ru^vrw* h i m { m fT KtrA 

revisions set faith in the Notice of Defaua* Proposed Nomnatedal Revisions to the 
Third Proposed Plan filed on September 30,1991, to he incorporated into the Third 
P ro p ose d Plan (the “Revised Third Proposed Plan"), with coo fonnin g changa to the 
Third Proposed Disclosure Statement set forth in the Third Proposed Disclosure Stated 
mem dared and filed with the Chen on September 30,1991 (die “Revised Third Pro¬ 
posed Disclosure Statement"); and the Court bn considered the objections filed to the 
Third Proposed Disclosure Statement, the testimony of Fettr Bartboiov. the aqp: 
menta of counsel, the Revised Third Proposed Dtsctosme Statement and Revised Third 
Proposed Plan, and the other reco r ds in fliis case, and has determined, after hearing on 
notice, ttot the Reviaed Third PmptMgd Pion 
m a rion pursuant to 11 U.S.C. (1125: 

IT LS HEREBY ORDERED AND NOTICE IS HEREBY GIVEN THAT: 

1. Tbe Revised Third Proposed Disclosure Statement ia hereby approved in afl 
respects paxsaantto 11 U.S.C. |U2S, htchtdmg the solicitation frooednies set faith in 
Exhibit L ® the Revised Thud Proposed Diadosnm Statement (the “Solieitmhm Pro* 
cedares"). and attached hereto. {HDrpmpomofpriblieaiknioflliisOnJenExUbitLis 
not included.] 

2. Crcdhois wring u> accept or reject the Revised Third Proposed Plan most prop¬ 
erly complete Iheir Ballot, and deliver (heir Ballot as set forth in the Ballot and in the 
Soikitathm Procedures on or before November 5,1991, or inch Bailor wiO not be 
accepted for pur p oses of confirmation. 

3. The Revised Third Proposed Plan, (he Revised Third Proposed Disctosun 
Statement, this Order Approving the Ufad Proposed Disclosure Statement, and a Bd- 
hx or Ballots substantially conforming to the simple Ballots attached in Exhibit L te 
die Third P ropos ed Disclosure Statement (coflecthttljt the “Soliehattao Package”! 

shaUitettnanittedfeU.S. first-dais mail, postage prepaid, on or before October 8. 

1991. to CD each entity listed In die Debtors’ schedules of liabtEdes previously Bid 
wire the Conn, as amraded or reconstituted prior to the record date (5) each eadti 
havmgaedwitb the Court a proof of claim against any of dttDcbuxstfaathanm bees 

dgauonadiy an order ofthe C o ur t ente red on orbefarethefecad data, and fin) cqmf) 

seennty holders, andother pardes-m-mtesettas provided in Bankruptcy Rale 3017(d). 
_, date fta-d ermnining the hoidao of Brut, hondo- mux 

5. The bearing on amfirmaioii of ihe Revised TOrd Proposed Pfan is scheduled 

^ N0 *2 nb £ U ' ,9 ” * • Ceami Daylight Savn^J^^ iaHoustonlfcxas, 

Bcmorebte LETITTA Z. CLARK. The 

adjourned Rom Ome ro iw by the Court without farther aotieToSL^bJ an 
BoaowKemeat made at toe Confirmation Hearing or aa adjournment tauST 

T^** 5 *™ 10 c ”*finnttion of Ihe 

DJ. Baker Wesley HoUnn nnnst.i 

wa.Cocsbsl* Manges United Sates lustee 

AdOLuofariaB,Street, Suite2500 

HotmoiL, Ttxss 77002 Htwtou.UM. 77002 HoustaKbS77002 

Thoms* W. Luce. HI RobenJ. Rosenberg 

Bughcs&Locc Latham &Utafcms 

1717 Main Street 885 ThodArenne. Suite IOOO 

Dallas, Uxbs 75201 New Tfaik, New10022^068 

Any objection not timely Gled shall not be consideied by die Conn. 

DATED this 1 day of October 1991. 


- — L-R-CLAIUC ■ . 

WnED STATES BANKRUPTCY COURT 


IF YOU HAVE ANY QUESTIONS OR IF YDU N 
COPIES OF THE BALLOTS OR OTHER ReL 2 
MATERIALS. PLEASE CONTACT TfffiDFRTl 

“mwa AGENT; 

Hill and Kucwhon, Inc. 

420 Lexington Avenue 
New York, New York 10017 
(212)210-8850 
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Satellite 
traffic set 
to collide 

jk dispute over dish size, 
,A% frequency. and traffic 
•f could lead to 2 m. satel¬ 
lite television users in Europe 
suffering picture interference 
-later this month. 

Eutelsat, the satellite group 
owned by a consortium of 
Europe’s telecoms operators, 
will launch the third m its lat¬ 
est satellite series on October 
28 from Florida. The Ecu 110m 
(£77m) project wiH put 16 radio 
and TV channels into orbit 3 
degrees apart from the rival 
group Astra’s 1-B satellite, 
which has been broadcasting 
16 channels within the same 
frequency hands since 1988. 

This would not normally be 
a problem. Europe's crowded 
airwaves are governed by the 
Inter n ati o na l Telecoms Union 
CTTU) in Geneva. It allocates 
frequencies to satellite opera¬ 
tors on tbe basis of the power 
of the equipment to be used In 
the air and an the ground. 

But Eutelsat says that Astra 
knew before the la unch of l-B 
when it received the ITU allo¬ 
cation that receiving dishes 
under 80cms would be liable to 
interference from the Eutelsat 1 
satellite. Astra disagrees and 
points out that some European 
countries have restrictions on 
dish size - for example, 70cm 
in UK conservation areas.' 

Only four Astra TV channels 
are liable to interference, 
which would affect 2 m 60cm 
receivers in the UK, Switzer¬ 
land, Finland. Yugoslavia rmri 
Italy. 

Astra and Eutelsat engineers 
are in discussion over solving 
the possible clash - with 
Astra trying to put on a brave 
face. "We don’t know what the 
interference will be at this 
stage,” says Astra spokesman 
Yves Setters, “hut we are confi¬ 
dent that we can work it out” 

Astra would like its rival to 
divert its television traffic on 
to its other satellite transpon¬ 
ders and use weaker data or 
telecommunications signals on 
the disputed frequency. 

Eutelsat, however, is reluc¬ 
tant “If we divert from TV sig¬ 
nals, then our replacement sig¬ 
nals will be affected by the 
stronger Astra TV transmis¬ 
sion,” says Vanessa O’Connor 
at Eutelsat “That migh t be a 
solution for Astra, but cer¬ 
tainly not for Eutelsat” 

Christopher Price 


N on-stick saucepans, 
aluminium foil and 
quick-sinking tangle- 
free fishing nets - 
all are commercial spin-offs 
from the rarefied world of 
A me ri c an, space research. 

Contractors have long been 
encouraged by the US space 
agency Nasa to seek alterna¬ 
tive uses fin: their multi-billion 
pound space research pro¬ 
grammes. But until now Euro¬ 
pean companies had no similar 
assistance. 

.That will change this week 
with the launch of Europe’s 
first space spin-off venture. 
Spacelink, backed by the Eutcf 
pean Space Agency (Esa). 
Based on a British idea. Space- 
link is being run by a consor¬ 
tium of companies - JRA 
Aerospace of Buckingham¬ 
shire, BIST Aerospace of 
Cologne and Paris-based 
Novespace. 

Esa has granted Spacelink a 
three-year budget of £ 2 m to 
identify technology in space 
research companies that might 
have civil or commercial appli¬ 
cation in areas such as medi¬ 
cine, communications and 
energy conservation. 

Tbe idea dates back more 
■ than two years when one of 
JRA’s directors was involved 
in digging out commercially 
exploitable technologies from 
UK Ministry of Defence estab¬ 
lishments. He soon realised 
that this technique could be 
applied equally well to space 
research laboratories, so he 
approached Esa. 

The result was a pilot 
scheme led by JRA, which vis¬ 
ited more than 90 space 
research companies in Europe. 
It produced a catalogue 
describing 55 of their most 
promising finding s 
As might be expected of 
technologies that have been 
built to cope with the inhospi¬ 
table, irradiated environment 
of space, most of the ground- 
based applications tend to be 
in areas th»* have similar con¬ 
straints or require control at a 
distance. This includes the 
nuclear industry, communica¬ 
tions and robotics. 

The catalogue also features 
remote gas detection for pollu¬ 
tion control, nickel-hydrogen 
batteries for electric vehicles, 
video compression systems for 
picture phones, high-perfor¬ 
mance image intensifiers for 
medical applications and a 
host of advanced software 
products. A further 25 are in 
the pipeline for publication in 
a second catalogue next year. 

The pilot brochure was sent 
to more than 15,000 companies 
across Europe. Esa, which wfQ 
this year absorb £ 2 bn of fend¬ 
ing from its member countries. 
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for French catering. 
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The formula for 
Norwegian chemicals. 
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TECHNOLOGY 


The European Space Agency is 
launching a commercial spin-off 
programme, writes Jane Bird 

Business 
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Spacelink alms to adapt apace technology to civil applications 


is keen to open up the sophisti¬ 
cated world of space technol¬ 
ogy to a larger audience. Hence 
the decision to fund a three- 
year programme. 

The idea for the programme 
has been well received by 
space companies. “None is 
obliged to open its doors, but 
organisations involved in space 
research usually welcome us,” 
says John Rootes, JRA’s man - 
aging director. 

“The companies that contrib¬ 
ute to Esa are under increasing 
pressure to show a return on 
their investment The ability to 
use Esa developments more 
than once is an attractive prop¬ 
osition to them,” he says. 
Among the companies that 
participated in the pilot are 
British Aerospace, Matra-Mar- 


coni Space and AEA Technol¬ 
ogy. 

John Andrews, AEA Tech¬ 
nology's aerospace marketing 
manager, believes Spacelink 
will provide an extremely valu¬ 
able service. "Having an out¬ 
side team look around is ideal. 
Quite often, especially in large 
companies, things just get 
missed because people don’t 
realise the applications outside 
their area of the business. And 
their presence can help our 
own people to think laterally.” 

Three AEA technologies 
were featured in the catalogue: 
solid lubricants, lightweight 
structural panels and highly 
accurate metal grids. The 
response so far has been 
encouraging. There were 
around 50 inquiries about the 


Tlxe specifications for 
German engineering. 
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FT Analysis offers the most comprehensive 
and up-to-date briefing document on European quoted 
companies you can get 

Available on-line on your PC, reports from 18 
countries can be accessed in seconds. Each report is 
updated daily and brings together all you need to know 
about the company you are investigating, including 
stock exchange announcements, business activities, 
directors and shareholders, and share price performance. 

FT Analysis helps you generate new business ideas, 
and identify acquisition targets, investment opportunities 
or potential clients. 

You can. for example, search the entire European 
database for companies meeting specific financial 
criteria using a common currency and be alerted to 
announcements disclosed by the companies you are 
monitoring 

SEARCH EUROPE FOR BUSINESS. 

Call Paul Fomin now, or send your business card to 
FT Analysis, Ibex House, 42-47Minories, London EC31DY. 

071 702 0991 
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lubrication systems, including 
14 from the UK and more than 
20 from Germany. Many were 
from industries tbat had not 
previously known about solid 
lubricants, such as food pro¬ 
cessing. tool cutting, car trans¬ 
mission and gas pumping. 

“A number of these compa¬ 
nies look as if they are seri¬ 
ously interested in what we 
have to offer,” Andrews says. 
“It cost us nothing to be fea¬ 
tured in the catalogue. JRA did 
the Investigation, selected the 
applications and wrote them 
up to be edited by us, so it was 
a painless operation.” 

Spacetink's funding is to 
cover the cost of seeking out 
the ideas, producing a cata¬ 
logue and networking the 
information across Europe. In 
the UK, JRA is distributing its 
brochures to Regional Technol¬ 
ogy Centres and companies 
that might be interested- It is 
then up to the companies 
involved to negotiate licences 
or seek help with development 
or marketing. Last week 
Rootes signed an agreement 
with BAe Space & Communica¬ 
tions Systems which gives him 
the go-ahead to look for licens¬ 
ees for its spin-off technology. | 

Finding licensees is a path 
fraught with difficulty, says 
Rootes. “The history of tech¬ 
nology transfer shows that it 
can be very profitable but 

ideas can die in mid-str eam . 
This may be because they 
prove too difficult to define. In 
the case of software, for exam¬ 
ple, the interesting part may be 
buried within a much larger 
program and it can be hard to 
identify the start and finish of 
the innovative element which 
is being licensed.” 

He says that financial prob¬ 
lems and difficulties in agree¬ 
ing terms are other stumbling 
blocks. “The problem is to 
know whether a concept is 
good enough to justify adapta¬ 
tion - and if it can be made 
cheap enough for use on the 
ground.” Spacelink's goal is to 
secure six agreements in its 
first three years of operation. 

Eventually it is hoped that 
each of Esa's 11 participating 
countries will be represented 
in the Spacelink group, and the 
goal is to become self-financing 
through licensing and technol¬ 
ogy transfer services. 

However, Rootes admits that 
this is a long-term aim unlikely 
to be realised fully before the 
end of the decade. “Nothing 
happens very fast in the world 
of technology transfer. But 
even if a transfer is not made 
the first time, when two com¬ 
panies come together they are 
irrevocably linked. You never 
know when the contact might 
bear fruit in future,” he says. 


VME digs in deep for a ‘ 
market-driven approach ; 

Andrew Baxter explores simultaneous engineering L 


“MOTHER knows best” is not a phrase one 
would immediately associate with the macho 
world of construction equipment, but for execu¬ 
tives of VME, one of the world’s largest produc¬ 
ers, It is imbued with a very special meaning. 

It describes an attitude to product develop¬ 
ment, manufacturing and marketing that VME, 
formed in 1985, inherited from one of its for¬ 
bears, Volvo of Sweden, which owns the com¬ 
pany jointly with Clark Equipment of the US. 

The “mother company" designs a new prod¬ 
uct tools up for manufacturing, then gives it to 
the “daughter sales companies - and tells 
them to get on with it It is an engineering-led 
approach which results in good products, but 
not necessarily what the market wants. 

But Increasing competition in a maturing 
industry, and the necessity of ensuring that 
new products are designed to be sold, have 
prompted VME to try a new approach, bringing 
sales and marketing execu- per ■ . — 

tives into the product plan- 
ning process at an early 
stage and maintaining an 
interdisciplinary approach 
throughout its development. — /vfctw/a 

But producing a more mar- 3 =^ 6 = wfJ’SJp 
ket-drlven machine was not pUf 
VME’s only objective. The Hg? 
old approach, which 1 § F 
addresses each task in xl 

sequence, was taking too ^ 
long to produce a new ' 
machine - from five to 
seven years, according to 

Lars-Goran Moberg, presi- _ 

dent and chief executive of 
VME Industries Sweden, one 
of (he group's main manufe o- 
taring unite, 

VME realised that the only 
way to reduce lead-times, 

and at the same time achieve - 

a more co-operative approach to product devel¬ 
opment, was to tafca the plunge into simulta¬ 
neous engineering - where tasks once dime in 
sequence are performed in parallel, with the 
help of computer-aided iindg n. 

The first product to get VME’s simultaneous 
engineering treatment was launched earlier 
this yean the Volvo BM L150 is the first in a 
new generation of wheeled loaders, one of the 
basic construction equipment types and a dis¬ 
tant descendant of the farm tractor. 

Loaders, with large front-mounted backets, 
are used for loading excavated material into 
dumptrncks, but »i«> for “breaking out” mate¬ 
rial from a face and lifting it dear. Apart from 
having a bucket slightly larger than the &5 
cu.m, preferred by quarries, the older Volvo BM 
160 suffered from being a larger version of a 
small-wheeled loader. 

VME decided it needed a new model with 
much increased break-out force - the twisting 
force on the bucket which determines how 
much material can be broken out of the face - 
to enahle it to compete more effectively with 
Caterpillar’s 966 wheeled loader. 

Uniquely for VIDE, the decision was not that 
of the te chnolog y side alone, but reflected input 


Brice Waterhouse O 


from sales executives who not only knew what' 
would be important for the market, but confer 
guess at how Caterpillar’s loader would prog-r 
ress while theiris was In development ^ 
Hans Ericson, VME Industries’ technical 
director for loaders and excavator loaders, 
recalls that, because of computer-aided design; 
engineers could visualise the product a year, 
ahead of the completion of a prototy pe, and 3 
images could be sent to manufacturing at the** 
earliest stage. 

Hie challeng e in simultaneous engineering is" 
to ensure that all the parallel activities stay on* 
the same course. “As fast as you are realising;; 
the design.” says Moberg, “you take a chance, 
on ordering the material, but if you come to the 1 
fina l solution and realise the material is wrong ,* 3 
yon have to buy It again." VME got It right 90 h 
per cent of the time, he says. . 

The risk seems to have been worth t aking/ 

——- because the L150 took three,. 

1 years coming to market from 

JzZi the decision to go ahead witir 

ify en gineeri ng. “That’s a little 1 * 

v long,” says Moberg, “because 
* 1 this was the first time we. 

tried simultaneous engineer - z 
r tag. The next one will be; 
shorter, perhaps two years." ’ 
& Simultaneous engineering 1 

jfk cannot solve all the chai-' 1 * 

lenges of modern-day maim- 
m factoring, which for VME’’ 

ysjg jgSiaL also involves maintaining , OT^ 
increasing quality while’ 
y Jp reducing costs. One problem 
was the need for substantial 3 
adaptation of new robots to :i 
the continuous welding of~ 
frames and lifting arms. This. 
Ip®- is necessary because of the 

heavy stress they will face in- 

- the LlSO’s working life, bot^ 

the biggest industrial market for robots Is auto-. 
motive, where spot welding is more common. * 
The new product development approach a 
should help VME remain competitive by getting^ 
its genuinely new products on to the market as 
quickly as Its rivals. Genuine, because the con¬ 
struction equipment industry is notorious for-, 
so-called new models which are really facelifts/ 
“If the Japanese claim a shorter time for new t 
product introductions, they are not doing what; 
we have done, which effectively has been a leap^ 
forward in wheel-loader technology," says 
Chris Rees, managing director of VME Co^- a, 
struction Equipment GB. * 

Simultaneous engineering cannot, also, pre¬ 
vent companies la unching their new models far 
the middle of a recession, hut even in a slow 
market the initial response to the L150 has 
been enthusiastic. In particular, the “Torque 
Parallel Linkage" giving the break-out force 
that VME was looking for, along with greatly 
increased lifting force, while keeping the load 
level, is understood to have caused some heart¬ 
ache among competitors. 

An article on VME’s global strategy will be 
appearing on the Management page. 


FINANCIAL TIMES 
CONFERENCE ORGANISATION 


present 





26 & 27 November 1991 

The Financial Times and Price Waterhouse have responded to market needs by 
developing a two day event on Managing Financial Risks. 

This intensive, practical course will give advice and direction on the use of derivative 
instruments, how to measure credit and market risks, how to set appropriate limits, 
how to identify operational and systems risks and how to use risk adjusted profitability 


measures. 


Visiting speakers include: 


Jonathan Britton 

Director, Treasury & Fixed Income 
Swiss Bank Corporation, London 


Jillian Nathan 

Assistant Managing Director 
Chicago Board of Trade 


Crispin Sonthgate 

Director and Head of 
Financial Engineering 
Charterhouse Bank 

Neil Thomason 

Head of Derivatives Trading 
Sanwa Financial Products 


Resident speakers from the Price Waterhouse specialist Financial Risk Management 
Group include Andrew Stott, Steve Watson and Chris Taylor. 

I Course Director: Andrew Stott I 


To: Financial Times Conference Organisation 

126 Jermyn Street, London SW1Y 4UJ. Tel: 071-925 2323 (24-hr answering service) 
Telex: 27347 FTCONFG Fax:071-9252125 
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Oil at eight-week high as 
refiners seek N Sea crude 


By Deborah Hargreaves 

OIL prices reached an 
eight-week high yesterday 
when the price for North Sea 
Brent crude for November 
delivery rose by 40 cents to $22 
per barrel Traders believe 
prices could move higher 
before the end of the year. 

“Refiners are scrambling for 
North Sea crude," said Mr 
Peter Gignoux, head of Leh¬ 
man Brothers’ international 
energy division. “There Is a lot 
of concern about Opec being at 
the peak of its capacity." 

Production by the Organisa¬ 
tion of Petroleum Exporting 
Countries could be stretched 
this winter as demand rises 
amid economic recovery. Opec 
output is running at 23.65m 
barrels a day (b/d), but many 
predict demand for Opec oil at 
24m b/d for the fourth quarter, 
which could test the organisa¬ 
tion's capacity limit. 


The tight supply-demand bal¬ 
ance leaves little margin for 
mishap. Temporary disruptions 
in supply could cause a price 
spike. 

Refineries are building 
stocks in anticipation of 
increased demand for gas oil 
during the winter and a drop 
in Russian exports to Europe. 
Gas oil prices quoted In Rotter¬ 
dam rose by $4 a tonne yester¬ 
day to $216 a tonne. 

The arrival of Iraqi oil in the 
market - at a rate of some 
500,000 b/d - could meet some 
of the demand rise this quar¬ 
ter. But since Opec is produc¬ 
ing flat-out, there is little room 
for further increases in supply. 

This will keep oil prices 
strong - some analysts predict 
$25 a barrel for North Sea 
Brent crude - into next year. 
But many are concerned about 
a price collapse in the second 


quarter of next year if Opec 
does not trim output 
Two Opec ministers warned 
of a 1986 -style price drop, when 
prices plunged to $10 a barrel, 
year tf the organisation 
fails to agree a return to pro¬ 
duction quotas. 

Others are more sanguine. 
Mr Mehdi Vara at KJeinwort 
Benson, the London merchant 
hank, believes fears of a flood 
of Iraqi and Kuwaiti crude to 
the market by the second quar¬ 
ter are unwarranted. He also 
believes that USSR exports will 
drop to l-3m b/d from 2.2m b/d 
next year and world demand 
will rise by 1.4 per cent 
This has led to a sharply 
higher estimate of the call on 
Opec ofl to 2£L2m b/d - the 
highest for over 10 years. Mr 
Vatzl expected this to support 
Brent prices at $19 a barrel in 
the second quarter of 1992. 


Western Mining hit by dispute 


By Kevin Brown In Sydney 

MINERS at Western Mining 
Corporation's Kambalda nickel 
mine in Western Australia 
went on indefinite strike yes¬ 
terday in a dispute over con¬ 
tract payments. 

The dispute, which involves 
around 400 miners, represents 
a farther setback for Western 
in its attempts to Introduce 
round-the-clock operations at 
Kambalda. 

The group has approval from 
the Western Australian Indus¬ 
trial Relations Commission for 
continuous operation, under 
which miners can be rostered 
to work on any day of the 
week, including Sundays. 

However, it has been unable 
to complete a switch from five- 
day rosters because of contin¬ 
ued opposition from the 
Australian Workers’ Union, 


which organises the mine rs. 

Western officials were meet¬ 
ing union representatives last 
night in an attempt to resolve 
the dispute and lay the ground¬ 
work for continuous working. 

The group says seven-day 
working is essential if 
proposed expansion is to be 
viable. 

The company is seeking to 
raise annual nickel output 
from around 53,000 tonnes to 
65,000 tonnes over two years 
through expansion of the Lein¬ 
ster and Kambalda mines, 
together with expansion of the 
Kalgoorlie smelter and Kwln- 
ana refinery. 

The group Is the third larg¬ 
est nickel producer outside the 
former eastern bloc countries. 
• The Porgera gold mine in 
Papua New Guinea is ahead of 


budget and should reach its 
target production of Im ounces 
of gold in 1992, Placer Pacific, 
the Australian gold producer, 
said yesterday. 

Mr AH’ Paton, chairman, told 
US investors in New York that 
the strong performance by Por¬ 
gera would significantly reduce 
Placer's forecast borrowings in 
the current year. 

Placer has a 30 per cent 
stake in Porgera, which is 
jointly owned by MIM, the 
Queensland-based mining 
group, and Renison Goldfields, 
an Australian associate of the 
UK’s Hanson group. 

Mr Paton said Placer {dans 
to increase exploration activi¬ 
ties in Australia and the west¬ 
ern Pacific, where it is already 
exploring more than 50 prop¬ 
erties. 


EIU sees steady growth 
in consumption of cotton 


World cotton forecast 

mUon bales 

96 


By David Blackwell 

WORLD COTTON con¬ 
sumption is forecast to rise by 
L9 per cent a year for the next 
five years — slightly faster 
than total world demand for 
fibres, according to an Econo¬ 
mist Intelligence Unit report 

At that rate of increase, 
which compares with 2^ per 
cent a year for the past five 
years, world consumption 
will reach 942m bales in 
199696. Over the same period, 
world output is forecast to rise 
annually by L3 per cent, tak¬ 
ing it to 92.3m bales In 1995-96. 

The EIU points out that at 
the end of July I960, world cot¬ 
ton stocks were about 31 
per cent of consumption 


in the season just past 

By July 1996, stocks are set 
to have fallen to only 26 per 
cent of the previous season’s 
consumption. Prices are expec¬ 
ted to rise from the 83 cents a 
lb of the season just past to 95 
cents a lb over the five-year 
period. The report suggests cot¬ 
ton Will maintain the gains in 
market share of the past 
decade. 

“In the developed economies 
concern for the environment 
and for ‘healthy hving* have 
become mare important in he 
recent past, giving rise to such 
promotional concepts as 
‘green’ cotton.” Consumer 
advertising and television are 



also likely to enhance cotton’s 
image as a fashionble high 
quality product in the richer 
developing countries. 

• Cotton to 1996 - Pressing a 
natural advantage. EIU. 40 
Duke Street London W1A IDW. 
£175 or f365. 


Soviet aluminium industry shows its mettle 

Jan Robinson, recently in St Petersburg, finds producers keen to forge joint ventures c 


A S STOCKS of alumin¬ 
ium continue to mount 
rapidly in the west 
with minimal production 
cuts so Ear, startling news 
has emerged of the Soviet 
Union’s aluminium production 
capacity. 

According to western compa¬ 
nies involved in Soviet smelter 

pnqwnaiq n fl nnrl modernisation. 

programmes, as well as indus¬ 
try sources within the Soviet 
Union, the industry’s capacity 
is almost certainly around the 
4m tonnes leveL 
It will certainly be above 
that figure by the end of the 
century, as new planned 
expansions - including one 
130.000 tonnes per year (toy) 
plant planned by Kaiser Alu¬ 
minum of the US at Shelekhov, 
near Irkutsk In Siberia - come 
on stream. 

There are 14 primary alumin¬ 
ium smelters in the USSR, 
according to the VAMI Insti¬ 
tute (All Union Aluminium 
and Ma gnesiu m Institute) in St 
Petersburg, as well as IQ alu¬ 
mina refineries. 

Around 85 per cent of pri¬ 
mary production is in the Rus¬ 
sian Federation. The Pavlodar 
smelter in Kazakhstan is now 
believed to have been shut 
down. 

There are 11 raw material 
mines, which include other 
usable ores as well as bauxite. 
Domestic bauxite reserves are 
not sufficient to satisfy raw 
material demand, so the Sovi¬ 
ets are developing other min¬ 
eral deposits which can be 
used for alumina, as well as 
examining the possibility of 
importing bauxite (although 
this may be limite d by hard 
currency constraints). 

Although the figure of 4m 
tonnes capacity is staggering 
- given that western produc¬ 
tion is estimated at about 15m 
tonnes this year - capacity 
utilisation is perhaps only 
between 70 and 80 per cent, 
due to continued alumina 
shortages. 

The VAMI institute says that 


exports to the west will be 
more than 750,000 tonnes this 
year. 

Exact capacity and utilisa¬ 
tion figures are not released 
officially, but the Bratsk 
smelter m Siberia (the biggest 
in the world, with a theoretical 
capacity of lm tonnes) is 
widely believed to have been 
running at about 840,000- 
850,000 toy for some time. 

There are three other smelt¬ 
ers with capacities of more 
than half a million tonnes. 
Krasnoyarsk, in Siberia, stands 
at 800,000 toy- Tadzhik, in Tad¬ 
zhikistan, the USSR’s most 
modern smelter, has 520,000 
tpy, as does Sayansk in 
Siberia. 

Much of this capacity, how¬ 
ever, is dogged by outmoded 
technology. 

The VAMI institute says that 
about 70 per cent of Soviet 
smelter capacity has old-fash¬ 
ioned and heavily polluting 
Soderberg technology, but 
some western sources involved 
with smelter technology 
believe this estimate to be on 
the conservative side. One of 
the main priorities for the 
USSR al uminium industry is to 
modernise plant. 

The replacing of outmoded 
technology, the need to become 
more economically and envi¬ 
ronmentally viable, the devel¬ 
opment of downstream indus¬ 
tries and the attraction of 
foreign investment are the 
main themes of the Sovi et alu ¬ 
minium industry. In the strug¬ 
gle to form a viable market 
economy, aluminium will be a 
key resource, but modernisa¬ 
tion is slow and performance 
has plenty of room for 
improvement 

For western producers, the 
uninterrupted stream of Soviet 
aluminium cm to w e stern mar¬ 
kets has been an important fac¬ 
tor behind the perilous state of 
aluminium prices. 

However, the long-term solu¬ 
tion to this problem may come 
from those same western pro¬ 
ducers, as the Soviets are 


SOVIET ALUMINIUM SMELTER CAPACITY 


SMELTER 

LOCATION j 

CAPACITY 
ftoooes, est) 

NOTES 

Bratsk 

Bratsk, Siberia j 

1,000,000 

Output at 
850.000 for 
some time 

Krasnoyarsk 

Krasnoyarsk 1 

800,000 

Retrofit 

Tadzhik 

Tadzhikistan 

520,000 

Most modem 
USSR smelter 

Sayansk 

Sayanogorsk 

520.000 

Very modem 

Shelekhov 

Irkutsk. Siberia 

250,000 

New 130^000 
tpy smetter 
planned 

Novokuznetsk 

Siberia 

200,000 

Possible 
expansion to 
500,000 tpy 
and retrofit 

Bogoslovsk 

Krasnoturinsk 

150,000 

Retrofit 

planned 

Volgograd 

Volgograd 

135,000 

Retrofit 

planned 

Zaporozhye 

Ukraine 

120.000 

Retrofit and 
expansion 
planned 

Ural 

Kamensk, Urals 

100400 

— 

Nadviotsy 

Kola Peninsula 

70,000 

Retrofit 

planned 

Retrofit 

planned 

Kandalaksha 

Kota Peninsula 

70.000 

Sumgait 

Azerbaijan 

KkOOO 

Retrofit 
planned 
New plant 
rumoured 

Volkhov 

St Petersburg 

20.000 

TOTAL 


*£15,000 



Source: Metal ButhVn estimates 


i nniring qj develop downstream 
industries to boost domestic 
primary demand. In the long 
term, western investment in 
Soviet downstream industries 
will prove far more effective 
than complaints about Soviet 
export policy. 

Dr Nickolay Kaluzhsky, 
chairman of the organising 
committee and general director 
of the Vami Institute, said 
recently that there were not 
enough downstream facilities 
to use more domestic primary 
production at home. 

Soviet producers are keen on 
joint v en t u re s and ten, in both 
the primary and do w n s tream 
industries are already in prog¬ 
ress, says VAML 


Kaiser Aluminum Is 
involved in the retrofit pro¬ 
gramme at Krasnoyarsk, while 
Kumera Corp of Finland is 
assisting the modernisation of 
the Nadviotsy and Kandalak- 
sha plants near the Finnish 
border. 

Elsewhere, a Soviet-US joint 
venture is seeking to modern¬ 
ise the Zaporozhye plant in the 
Ukraine. Kaiser Is also 
involved in a joint venture to 
bnfld a new 130JXX) tpy smelter 
at Shelekhov, near Irkutsk, in 
Siberia. It is intended that this 
material will be exported, and 
the revenue used to finance the 
retrofit programme for the 
existing 250,000 tpy smelter at 
Shelekhov. 


Political and eco nomic. 
uncertainties remain a worry.; - , 
for many western companies, ... 
The Soviet system remains. 
slow, with time scales of seven ; v 
or Bi ght years for retrofit prtf 1 
grammes, from first negotia- 
tions to completion, seen as. i 
not unusual. '~ 

It will be crucial for the SovJ- [ * 
ets to recognise, understand../ 
and use the market economy* 
as weQ as recognise the cyc& 1 “ 
cal nature of the industry,,..;^. 
From a western point of view,-; 
the development of down-; 
stream industries may not be • * 
such a good idea, as margins 7 ; 
are tight and value added prod, 
acts do not necessarily guar-..; 
antee profitability. • ‘ "' r 

However, from the Soviet. . 
viewpoint downstream prod¬ 
ucts, particularly in agricul-. 
tore! and construction areas, 1 
are necessary to satisfy the ~ 
chronic fundamental shortage '- 7 
of consumer goods in the".' 
USSR. That could mean an 
increase in fundamental y 
demand. :7‘ 

The Soviets are not as wof- - * 
ried about profitable Indus: 
tries, so much as having the, , 
industries and worrying about .1 
profitability later. This atti¬ 
tude, a hangover from the com- 
munist era, will be hard to..: 

ftftqkp off. \" m 

In the much longer term, tim .-, 
insatiable thirst for things'L 
western will stretch to bever- ... 
age cans and cars, already pen . ; 
ceived by many as the big .; 
growth areas for the “green" : 
metal for the rest of this cen-' 
tury and beyond. ‘ 

However, foreign investment,. 
is the key. Until this starts... 
arriving in a big way, Soviet-, 
aluminium is likely to keep' ^ 
coming on to western markets.;" 
in quantity to secure hard cmj-. ' 
rency. - 

There are likely to be trig.. 
rewards for companies that. : 
invest in the Soviet aluminium 
industries, but returns wfil be . , 
a long way off. .... •' 

The author is an assistant edi- ; 
tor with Metal Bulletin , 
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Pechiney chief warns of over-capacity problems 


By Kenneth Gooding, Mining Correspondent 


- r.fj 

■li'.'i 


NOT even a strong recovery 
from the recession in the 
industrialised countries will 
change the need for the alu¬ 
minium industry to shut down 
some production capacity, says 
Mr Bernard Legrand, executive 
vice-president and head of the 
al uminium division at Pech¬ 
iney, the state-owned French 
group. 

There is around lm tonnes of 
new and expanded capacity to 
come into operation by the end 
of 1992, and it would require an 
unprecedented growth in alu¬ 
minium demand - well over 6 
per cent a year - if this is all 
to be absorbed. 

A 4 per cent growth rate 
would be excellent, Mr 
Legrand points out 


Pechiney is the bipest Euro¬ 
pean producer of primary alu¬ 
minium and the fourth-largest 
in the world outside the former 
Soviet Union. 

Like other producers, Mr 
Legrand says Pechiney is care¬ 
fully considering its own posi¬ 
tion in the light of present 
world over-supply, sharply ris¬ 
ing stocks ami extraordinarily 
low prices. 

These are probably at thdr 
lowest-ever level in real terms, 
when Inflation is taken into 
account, and 60 per cent of the 
western world’s primary alu¬ 
minium production capacity is 
operating at a loss. 

But Mr Legrand does not 
believe that the European 
ducers should necessarily 


the brunt of the capacity 
closures now urgently needed. 

The north American compa¬ 
nies point out that the highest- 
cost aluminium smelters are in 
Europe and insist that they 
should logically be the first to 
shut down. 

There is a war of nerves 
between producers, because 
they say it is uneconomic just 
to ease back production, but 
closures of full pot lines or 
smelters involve long-term 
decisions because these are 
very expensive to start up 
again. 

Mr Legrand paints out that 
each smelter is a special case. 
Some are protected from the 
low spot prices by long-term 
contracts and relationships 


with their customers. 

In any case, Europe has 
made the biggest contribution 
to the recent restructuring of 
tiie industry, says Mr Legrand. 

Between 1982 and 1992, about 
665,000 tonnes of capacity in 
the European Community will 
have been permanently closed 
down. 

In. contrast, the so-called 
Lazarus smelters in the US, 
which shut during the last 
recession because of their high 
costs, have come back from the 
dead and most are still 
operating. 

• Aluminium prices were in 
retreat on the London Metal 
Exchange yesterday after a day 
of volatile price movements. 

Three-month metal closed 


near the contract lows seen in 
tiie morning. Traders said the.- ; 
upward tpchnirai) correction bf 
the early part of the week had TT 
been seen as an ideal selling;'' 
opportunity by producer and 
merchant hedgers. . j 

"There is no chance of 
decent rally while producers ^ 
keep pumping out unwanted 
.metal,” one trader raid. .\j 
• Zambia zr’to lower the coj>; -*■ 
premiums it charges its '.cj 
j term contract customers ) j. - 
next year, the Metal Marketing • # 
Corporation of Zambia said In 7 7 
London. Coddco said Chile ip. = . 
to lower the premiums for 199^1 
copper sales contracts far/ 
Europe and the .Far East An£ui . 
lysts said the premiums werp-.-,i 
in line with expectations. . 


WORLD COMMODITIES PRICES 


^ 


MARKET REPORT 

London robusta coffee prices 
dosed with moderate gains 
supported by short covering and 
bargain hunting. Dealers noted 
a general lack of selling amid 
sentiment that there (s little scope 
for further losses after the recent 
fail to the lowest levels for 16 
years. New York arabica prices 
were also trying to consolidate 
gains at midday, but traders said 
overall sentiment remains bearish 
owing to the abundance of 
supplies in consumer hands. The 
London gold price showed IKtie 
reaction to yesterday's statement 
by Soviet economist Grigory 
Yavlinsky that Soviet gold 
reserves will be 240 tonnes by 
the start of next year. “Yavlinsky 

London Markets 


Crude ol (per barrel FOB) 


+ or - 

Dubai 

818J5-&6&E +030 
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S22404J55 
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+2 
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+1.0 
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33509 

+ 1-25 
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Copper (US Producer) 

112.00 
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Lead (US Producer] 

388c 
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+ 082 
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2S7.0c 
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Pigs (live wetghgt 

73.10p 

-386* 

London drily sugar (raw) 

£23481 

-08 

London dally sugar I white) E2S&.0) 

-28 

Tata sod Lyle export price £2403 

+2.0 

Barley (English feed) 

£1188 


Maize (US No. 3 yellow) 

£1408 
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*1 80 
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+ 1.00 

Rubber (KL R88 No 1 Nov) 2900m 
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Cotton “A" index 
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E/tonne 


is sticking to his gum, but we 
don't know rf they are pointing 
in the right direction," a gold 
analyst said. Late last month 
Yavlinsky shook world markets 
when he said Soviet gold reserves 
had dropped to 240 tonnes. 
Western experts believe they are 
much higher. On the LME copper 
again closed ahead as the market 
consolidated but found difficulty 
in moving above the 
$2,330-a-tonne resistance level. 
Nickel continued to retreat after 
stiff resistance at $7,600 a tonne 
for three-month metal undermined 
earlier gains on the back of news 
of the strike at Western Mining's 
Kambalda operations. 

Compfled from Reuters 
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Turnover 4606 (4114) loti of 10 tonnes 
ICCO Indicator price* (SORa par tonne). Drily 
Price tor Oct. e 98X3 r (99383) 10 day average 
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a«L4 

27ttO 2TT.& 

May 
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21 
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WOOL 

The Australian Wool Realtaatton has fimrty 
rejected The Soviet altar to buy had dW 41p 
minion bole stockpile on credit tarrn* 
extended over two years, tt le concerned SI 
uncertainty In the mailHl caused by 
publicity recently given to Hie Soviet offer. 

and assures buyer* end users ot wool 

around tfMwurftf diet stockpile wool M» net 
be traded or nHMported to any way that 

could undermine recovery to me wool 

■haricot. Recovery to toe wool mericei 
meanwhile to dWieult to Merrily. Use price 
tore.good range of wooHypea Is Arm. twt 
Irregularity peMeta elsewhere. The market 
Indicator «d however rtee by 3 cento to 437. 
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13400 moo 

33 





(Prices awpfied by Amalgamatod Metal Trading) 


dose 

Previous 

High/Low 

AM OBIdri 

Keibetose 

Open Interest 

Atamtatam, BL7% purity (3 per tonne) 



Total drily turnover 23,982 ton 

Cash 1089-100 

1125-7 J 


1107.58 



3 months 1127-8 

1165-8 

1153/1125 

1137-7.6 

1126-7 

115337 tots 

Copper, tinda A (£ per tonne) 



ToCtl dally turnover 16866 lots 

Cash 1385-7 

1384-6 

1381 

1381-2 



3 months 1389-70 

1353-4 

1384/1368 

1377-8 

13688 

108.882 lots 

lead (E per tonne) 




Total drily turnover 2JS9 tots 

Caeh 305.6-05 

307-8 

307/306 

3088JS 



3 months 31&&5 

3163-7 

319/314 

315-55 

313-4 

12^499 

Nk*el (3 per tonne) 




Total daily Turnover 1,294 tots 

Cash 7485-75 

7480400 

7540 

75408 



3 months 7500-10 

752540 

7676/7500 

758080 

7500-10 

16370 ktot 

Tin (3 per tonne) 




Total drily turnover 882 tots 

Cash 551020 

5S05-7 

5515/5910 

6505-10 



3 montha S576-S0 

55805 

5580/5550 

S608 

E66080 

5^42 tots 

Zinc; Special Mgta Grade ($ per tonne] 



Total dally turnover SjOSO lota 

Cash 083-4 

BBS-1001 

993 

99036 



3 months 1013-3 

1017-8 

1014/1012 

10126-3 

1011-2 

27/115 

LME dosing E/s rate: 






SPOT: 1.7173 

3 months: 1.6875 

8 months: 1.8776 

9 months; 1.6821 


CRUDE OIL (Light) 42800 US grila $/bairrt 



Close 

Pravtoua 

High/Law 


Nov 

23.10 

2289 

2383 

2386 

Dec 

2288 

2282 

23.12 

2287 

Jen 

22.74 

2282 

2289 

2287 

Fob 

2250 

22.40 

2284 

2282 

Mar 

2224 

22.16 

2288 

22.10 

Apr 

2186 

2182 

22.10 

2186 

May 

21.77 

21.73 

2187 

21.75 

Jun 

2180 

2158 

21.76 

2180 

Jul 

21.45 

2185 

21-58 

2180 

Aug 

2133 

2185 

21.42 

2185 

KKATWQ Ofl. 42JXX) US gaUa. eentsAJS galla 


Ctoee 

Pravtoua 

High/Low 


Nov 

6805 

6708 

6855 

6730 

Dec 

0001 

6815 

6960 

6845 

Jan 

6023 

0861 

6970 

6806 

Feb 

8764 

6704 

6800 

6715 

Mar 

6454 

6419 

6490 

600 

Apr 

8174 

0164 

6200 

6160 

May 

5SM 

am 

3990 

3BSO 

Jun 

6874 

5864 

fiROQ 

5880 

Jul 

5824 

5814 

5660 


Aug 

5879 

6871 

5880 

5880 


Chicago 


SOYABEANS 5.000 bu min; canMOSb bushel 


(Prlcea supplied by NJM.Rotfncftfld) 


New York 


COCOA 10 KmneeAAonnoo 


Com (Una oz) S price 


£ egutvatont 


E/tonne 


Ctoee 3S7.40457.90 

Opening 36035-367^6 

Morning fix 357.60 209821 

Afternoon Bx 357.66 209.434 

QayTs Wflb 3S7.7D4S&00 

Oey# taw 36680-357.10 


Loco tdn Melon Cold LemBng Rates (Ve U8S) 


1 month 4.78 8 mo nths 4 j6i 

2 months 4.73 12 months <68 

3 months 4.69 


SOLD 100 tray n.; S/troy oz. 


dose 

Pravtoua 

Mgh/Low 


Oct 

3598 

357.6 

SSBJ) 

amn 

Nov 

3608 

358.6 

0 

0 

Osc 

3621 

3602 


360.2 

Feb 

3848 

3628 

364-5 



387.4 

3658 

3678 

3668 

Jun 

3702 

3803 

0 

0 


373-1 

3712 

0 

0 

Oct 

3759 

37*0 

0 


Dec 

3788 

9779 

0 

0 



Close 

Pravtoua 

Mgh/Low 


Dec 

1270 

1271 

1279 

1840 

Mar 

1326 

1326 

1332 

1300 

May 

T33B 

1360 

1389 

1331 

Jul 

1367 

was 

1386 

1305 

Sep 

Mil 

Mil 

0 

0 

Dec 

1442 

1448 

1425 

1424 

Mar 

1475 

M72 

M65 

1460 

May 

1500 

1497 

0 

0 

Jul 

1585 

1522 

0 

0 

Sop 

1550 

0 

0 

0 



Close 

Pravtoua 

Mgh/Low 


Nov 

56VB 

672/0 

674/4 

sea/4) 

Jan 

590/4 

682/6 

586/0 

379/2 : 

Mar 

501/2 

593/2 

695/4 

690/0'' 

May 

330/2 

aoao 

. 604/0 

699/0 L : 

Jul 

005/6 

SOBS 

610/0 

606/0 i!' 

Aug 

604/4 

608/0 

606/0 

804/4. 

Sep 

592/2 

.692/4 

696/0 

692/2 

BCIYABCAN OCL 6Q900 Rw; oettowa 


Ctesa 

Previous 

Mgh/Low 


Oct 

19.71 

1982 

19.79 

1982 1 

Dec 

1986 

20.10 

20-13 

HL90r 

Jan 

20.17 

2029 

-2HZ7 

2082-- 

Mar 

2Q48 

2054 

2088 

2ft.« 1 

May 

20.78 

2080 

2080 

jus 1 

Jul 

21-02 

21.10 . 

21.18 

2180 - 

Aug 

21.11 

2180 

2128 

21,11 

Sep 

2182 

2180 

2180 

2182 

SOYABEAN HEAL TOO tone; SAon 



Ctoee 

Pravtotm 

Mgh/Low 


Oat 

1688 

1878 

1888 

1888. 

Dec 

1848 

1807 

. 188.8 

1848 J 

Jan 

183.1 

1848 

1868 

1838-* 

Mar 

1628 

1828 

1838. 


May 

1808 

1808 

1818 

1808 » 


1608 

1808 

1618 

1708 1- 

Aug 

1808 

1808 ‘ 

1808 

1798*- 

Sep 

1788 

1798 

180.0 

17B.0 . 




MABE 5800 bu mta; canta/58B> bushel 


■J 


corree tTfrAntccaia/Bt 


BBoer flu prune ca 


US eta equhr 


PLATMUU 50 troy oz; Sftroy oz. 


Spot 238.70 

3 month* 24 SlS6 

6 months 251.90 

12 months 


40023 
413.75 
41025 
43080 


(Prices supplied by Engsumrd Metals) 
__ S pries 



Close 

pravtoua 

HWVUwr 


Oct 

364.1 

357.1 

3698 

3588 


3S78 

3EB8 

3678 

3808 

Apr 

370.7 

363.6 

3708 

3838 

Jul 

3748 

3678 

3738 

3718 

Oct 

3618 

374J 

3708 

3798 


£ equivalent 


SAVER 5.000 troy oz; cents/troy oz. 


^■gmreiid 3S7.7Saae.7S 209^0210.00 
Jtopte leaf 387.75-308.75 216JKW1A0D 
New Sovereign 97.258835 G1.00-51.50 


Turnover; Whom 273 (500). Barley W3 1 
Turnover lota at 100 tonnes. 


not - Loudon mx (Carit Se O ternent) pAg 


A/Metam (BO. 7%) 

Cells 


Puls 

StrSw price t tonne Dec 

Mar 

Dec 

Mar 

1000 

122 

163 

2 

7 

1100 

45 

60 

34 

31 

1209 

9 

34 

87 

82 

(topper (Grade A) 

Celia 


Puts 

2200 

146 

134 

14 

61 

2300 

76 

81 

43 

95 

2400 

32 

46 

98 

19 

Coftoe 

JNtoir 

Jen 

Nov 

Jan 

460 

56 

78 



500 

10 

40 

4 

13 

550 


IS 

44 

38 

Coeea 

Dec 

Mar 

Oee 

Mar 

775 

37 

821 

28 

34 

600 

27 

66 

43 

46 

985 

19 

SB 

80 

88 

Brad Crude 

Nov 

Dec 

Nov 

Dec 

2KB 



2 

29 

2150 


SB 


46 

2200 

u 

40 

19 




Ctoee 

Pravtoua 

Mgb/Lew 

Oct 

4078 

4048 

0 

0 

Nov 

4098 

4003 

0 

0 

Dec 

411-3 

4088 

4128 

4068 

Jan 

4138 

410-5 

0 

0 

Mar 

417.7 

4148 

4168 

4148 


422.1 

4183 

4Z0j0 

4200 

Jut 

4SS8 

4234 

420.0 

4248 

Sep 

4308 

427.7 

0 

0 

Dec 

4378 

4343 

4368 

4398 

Jen 

439.7 

4368 

0 

0 

HIGH GRADS COPPER 25800 Rw cents/tbs 


CtoM 

Pravtoua 

Higii/Low 


Oct 

106-45 

108.00 

10680 

10780 

Nov 

10788 

KJ780 

10780 

10680 

Dec 

106.45 

10&W 

10870 

10630 

Jan 

10585 

10580 

10630 

104.70 

Fob 

10480 

10436 

0 

0 

Mar 

10386 

10380 

10480 

10280 

Apr 

103JS 

W3-00 

a 

0 

May 

102.73 

1(32.40 

10380 

10280 

Jun 

10285 

10280 

0 

0 

Jul 

10189 

10180 

0 

0 

5UOAA WO*OJ> *21* 112800 too: ooffTCflbe 


Ctoee 

Previous 

High/Law 


Mar 

a.70 

8.75 

873 

889 

May 

888 

863 

681 

850 

Jut 

885 

881 

859 

8SD 

Oct 

880 

865 

884 

844 

Mar 

840 

847 

0 

0 



Ctoee 

Previous 

Hklll/Low 


Dec 

8080 

8030 

61.30 

8840 

Mar 

64.75 

64.15 

8680 

8430 

May 

87.15 

8680 

8783 

B6J5 

Jul 

99L70 

69.00 

88.70 

8880 

Sep 

9180 

-9185 

9280 

9130 

Doc 

9S80 

9686 

0 

0 

Mar 

9780 

9780 

0 

0 



Close 

Pravtoua 

High/Low 

Dec 

Men 

246/4 

290/0 248/2 ' 

Mar 

286/8 

267/8 

268/2 238/4 •_ / - * 

May 

262/8 

263/6 

■ 264/0 -282/4-; • 

Jul 

266/2 

207/4 

287/8 285/2 

3ep 

266/0 

268/4 

25V2 - - - 288/0 l . 

Dee 

264/0 

254/S 

25443 : - 283/4^ » ~ 


n: 


WHEAT 6floo bu min; ca nM /60a*buehri 


—4; 

- VjT * 


I 

X 


COTTON 00,000; cents/lbe 



Close 

Pravtoua 

HtoWLow 


Oct 

6235 

86.00 

63.70 

63.70 

Dec 

04.45 

80.73 

64.78 

64.17 

Mar 

66.07 

0735 

66.AS 

6689 

M"V 

6685 

65.75 

6780 

6680 

Jut 

6736 

6630 

67.75 


Oct 

6638 

08.70 

6630 

6580 

ORAHOE JUICE 15.000 Bxc cents/lbe 


Ctoee 

Pravtoua 

Hlflh/LOW 


Nov 

12830 

1343S 

13380 

12B3E 

Jan 

12880 

13130 

13180 

12680 

tfsr 

127JO 

132.70 

13080 

127 JD 

May 

12980 

18480 

13180 

moo 

Jul 

12ft 00 

T94.00 

132.75 

13235 

Sep 

12980 

13480 

0 

0 

tor 

12980 

13480 

0 

0 

Jun 

12980 

13480 

0 


Mar 

12980 

13480 

0 

0 

| mtHCBB ( 

1 REUTERS (Book September is 1931 

"=1005 ! 


Oct 9 

Ott 8 

ranch ago yr ago j 


16193 

W108 

16703 

1742.6 

| DOW JONES (tiase; Oee. 31 W4 - 

10Q 


0(28 

Oct 7 

•"nfr 400 yr ago ] 

Spot 

116.05 

11487 

11838 

12881 

| Futures 123.14 

123.11 

12388 

13080 



Ctose 

Previous 

Htgh/Low. 


Dec 

Mar 

May 

Jul 

Sep 

343/0 

348/2 

339/0 

328/2 

331/0 

34W8 

34714 

mm 

326 n 
331/0 

347/4 
Man 
341/0 
327*4 . 
333/0 

837/tfc.',- 

iS'tr 

-329/4-v. 


UVE CATTLE 40,000 ip*; csrwg— • 

Cta— Prevtous -Hfrhruwr 


Oct 

7387 

7282 

Dec 

70.72 

7687 

Feb 

7S82 

7485 

Apr 

7S.62 

7682 

Jun 

7280 

7380 

Aug 

70.40 

7030 





UVE 


Hogaxyro its, cental 


7*** 

■*r5J 


a < tad Pre vious Hgh/Lmr - - 4 B j>* 

S si -ssT-sffip 

£ SS-- 2 S' 

fj* 4882 4880 *: 

48.79 4fU» jo* 

?__«■* SS £S£ ggp;* 


»N*re8aA»40jOOQlb v , w ^ w ttT ■ —~ 
cto ee , Prevtou s hu m*- - 

5 S -g'r,s 

5 g -v3! 

^ J** *MS. . 43X8 • 43 
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LONDON STOCK EXCHANGE 


Currency factors depress share prices 


FINANCIAL TIMES STOCK INDICES 


By Terry Byland, UK Stock Market Editor 
DOMESTIC political concerns ™ 


N-X5&* 

«-"caa 

BTk v.-j.’**' Irion _ J B 


yesterday, outweighing any 
for the London market 
from the improvement over¬ 
night on Wall Street. 

A Rather setback In sterling 
and firmer money rates in Lon¬ 
don, 6 reflecting fears that dia- 
agreements on European pol¬ 
icy plight s urface at the UR 
Conservative party conference, 
dealt a farther blow to hopes 
for early reductions in base 


Sap 30 Part 

OpiflB nacWlam: 

oa TO Oct S4 


Aemte Days 

Oct 21 




However, the market stead¬ 
ied £fter Mr Norman Lament, 
UK “chancellor of the exche- 
QPfi*. told the Conservative 
conference of signs of “green 
shoots of an economic spring". 
Also helping equities was a 
late_ rally in sterling. 

Political nervousness 


am u^*^>** te «* sterling. 
tzrrv.~ ts Political nervousness 

A app * ar8d to unsettle overseas, 

-- 

TtlA +<*Xlr 


rather than domestic, inves¬ 
tors. US funds were believed to 
be switching out of London 
and into other European 
bourses. 

However, traders warned 
that share prices had often 
been moved by technical fee- 
tors. Equities opened higher 
but then turned down when 
the December futures contract 
Opened at a discount to feir 
value, the level which allows 
for financing and dividend 








Bid talk 

km 

boosts 

bisons 


:s Ma’iroVSSSjgjg 
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IN THE last 90 minutes of 
trade Fisons jumped 25 as 
rumo urs swept the market that 
Swedish drug company Astra 
war.about to launch a takeover 
bid .for the UK group. As the 
market closed, Astra denied 
anyhesponsibility for the share 
price rise. 

Analysts and traders were 
divided over whether such a 
bid made sense for Astra: both 
companies are heavily 
involved in the as thma drug 
market, although their prod¬ 
ucts do not compete directly. 

Sentiment was also helped 
by .talk of a large buy order for 
stock and a revival of an old 
story that US approval was 
about to be given to the com¬ 
pany's asthma drug Tilade. 
Analysts have been convinced 
for many months that the 
' approval of Tilade is only a 
matter of time. 

Traders also pointed out that 
Fisons has been weak since the 
company's «waapprrintfng inter¬ 
ims on September 17 and there¬ 
fore might attract speculative 
buyers. Fisons ended at 484p 
for'a net gain of 21 after above 
average turnover. 

V 

Ih 

Wellcome retreats 

Wellcome declined as the US 
Food and Drug Adminis tration 
approved the first rival to the 
company's Aids drug Retrovir. 

The new drug, called DDI 
but sold under t^e- feade-oanw * 
,-Vidfex, is msde'by UK company 


day’s worst, the shares were 
down 25 at 355p, the rights 
price being 3J»p. 

The nil-paid, which began 
trading on Tuesday, halved to 
3p. Sentiment was not helped 
by a story that one of the 
underwriters to the £432m 
rights issue had a large line of 
stock on its books. 

Yield buyers came in later in 
the session and helped the 
shares, which closed only 3 
down at 377p. Turnover was 
3.6m. The nil-paid closed at Sp, 
unchanged on the day, after 
3-2m traded. Fears that the 
rights issue would flop contin¬ 
ued to overshadow trading. 

Mr Paul Compton at UBS 
Phillips & Drew said: “There is 
some potential for a rally but 
the longer term downside 
remains considerable.” 

Vodafone dipped to 362p in 
early trading but encountered 
strong support in mid-session 
and eventually closed margin¬ 
ally higher on the day at 366p. 

Bacal Electronics edged up 
to 59p at the outset but then 
ran into a flurry of selling to 

Close Slightly <w«iw OH Halawj»a 

at 57p; turnover expanded rap¬ 
idly to 10m. The market is 
gearing up for tomorrow's first 
rinsing day of the WQfiams hi^ 
and expects Williams to 
increase its offer or a counter¬ 
bid to emerge. 

RTZ bucked the market’s 
downward trend with a gain of 
3 to 559p, having been 8 high at 
at one point, as Lehman 
Brothers changed its recom¬ 
mendation from bold to buy. 

Mr Robert Davies at T-rinwam 
said metal prices would proba¬ 
bly rise faster than the mayfcrf 
anticipated. Unlike the last 
recession, after which metal 
prices rose only slowly, inven¬ 
tories were now low- Further-. 


flows; some arbitrageurs sold 
blue chips and bought the 
futures contract. 

After reaching 2,507.3 in 
early trade, the FT-SE Index 
dropped to show a net fall of 
nearly 25 points at the day's 
low. The final reading left it at 
2^84.1, off 15.4 on balance. 

Underwriting pressures 
made themselves felt as British 
Aerospace fell below the price 
set for the £432m rights issue. 
and the premium on the nil- 
paid rights shrank to 6p. How¬ 
ever, the I5m-share rump of 
the Ladbroke rights issue was 
comfortably placed. 

Seaq-reported trading, which 
takps in both intra-market and 
retail investment business, 
continued to recover. The day's 
Seaq total, swollen by the Lad- 
broke deal, increased to 435.2m 
shares from the 374.9m re- 


FT-A All-Share Index 


rfl 

Surf 


Equity Shares Traded 

Tunover by volume (miffion) 
Eadutengc 

ktinr-rnaOcM business A Overseas turnover 
600 


International left the former 17 
down at 751p. Reed spent most 
of the day in positive territory, 
pgakfag at 4T7p- It eventually 
succumbed to the market’s 
general gloom and ended a net 
penny down at 468p. 

Political uncertainties and 
recent warnings that the gov¬ 
ernment is seeking to increase 
iwmppHtinn in the water indus¬ 
try continued to cast a shadow 
over the utilities. Welsh Water 
was the worst casualty in the 
sector, dropping 17 to 376p, 
closely followed by Yorkshire, 
which fell 14 to 386p. 

C hemis t shop chain Macar- 
thy dropped 16 to 251p after it 
was announced that the pro¬ 
posed bid by Lloyds Chemists . 
was to be referred to the 


corded in the previous session. 

A small sell programme, said 
to be from a UK securities 
firm, was largely regarded as 
having only minor impact A 
misreading of an investment 
review from another UK firm 
unsettled sentiment very 
briefly. Barclays de Zoete 
Wedd later stressed that its 
review on global markets had 
suggested that Wail Street 
might be feeing a 5 per cent 
correction, but that it was 
maintaining its year-end fore¬ 
cast for the London market of 
FT-SE 2,600. 

Wall Street's weakness this 
week - it has fallen by just 
over 1 per cent after losing the 
Dow 3,000 mark - has bun a 
bear factor in London. BZW 
fears that Wall Street could 
test the Dow 2,700-2,900 range. 

Weakness in sterling unse t- 


lunch on behalf of the com¬ 
pany. The shares appreciated 
10 to 530p. 

ECC advanced 9 to 482p. Mr 
Richard Rae of securities house 
Hoare Govett said: Tt is cer¬ 
tainly a very high quality 
recovery story and not expen¬ 
sive at these levels.” 

Bank shares were persis¬ 
tently sold, with the notable 
exception of Lloyds Bank, up 2 
more at 402p, still benefiting 
from the UBS Phillips & Drew 
buy note. 

TSB was again the heaviest 
traded stock in the sector and 
slipped back to 138p, unsettled 
by fears that it is still suffering 
from bad corporate debts. The 
shares rallied, however, to end 
just a shade easier on balance 
at 139 Vip; turnover remained 
high at 4An. 

Me rchan t hank*; tumbled as 
the market reacted to fears 
that British Aerospace's rights 
issue may well end up a flop 
and be left with the underwrit¬ 
ers. Kleinwort Benson, lead 
underwriter to BAe’s £432m 
Mgh call, dropped 14 to 328p. 

An insurance sector still try¬ 
ing to repair the damage 
wrought by recent profits and 
dividend cuts, triggered mainly 
by mortgage indemnity losses 
and general insurance prob¬ 
lems, was hit for six at the 
outset and failed to recover 
from the initial onslaught 

Worries about rights issues 
continued to dog the compos¬ 
ites. The early decline was 
instigated by one market- 
making firm - Go ldman Sachs 
- who lowered their prices 
across the board. 

General Accident, badly 
mauled in recent sessions, set¬ 
tled 11 oft at 513p, Royals 
dipped 9 more to 330p and 
Guardian retreated 5 to 170p. 

A bearish note on the life 


w ..x. vidfex, is made'by U£f company ‘ more,RTZ had invested more was to be referred to the A bearish note on the life 

i*** ; - ; '-i •• •—«- BrStoLMyers Squibb. A year’s in efficient equipment than its Monopolies and Mergers Com- sector issued by Robert Flem- 

p~ii ‘treatment of the drug will cost US rivals and would therefore mission for investigation and ing Securities depressed the 

(1,745 a year, wholesale - be able to weak lower grade report. Lloyds lost 5 to 273p_ life assurance area. Fleming 

WeScome researchers had been ores profitably. Siebe was popular after one labelled Prudential (5 off at 

U.Vr ' particularly concerned that if Advice from James Capel to securities house, believed to be 254p) and Lloyds Abbey (8 

I- . v— : rr-.—— ! ~:2 DDt’s price had been set switch from Pearson into Reed Kleinwort Benson, hosted a lower at 397p) as sells. Fleming 
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Wellcome researchers had been 
paijtfculariy concerned that if 
DIH’s price had been set 
aggressively, it might have 
rekindled efforts to persuade 
Wellcome to cuts its price. 

Analysts were further reas¬ 
sured by news that only 
patients who are not helped by 
Retrovir, or who show an 
adverse reaction, will receive 
DDL 

Those details came only as 
the-market closed and Well¬ 
come ended at the day’s low of 
704p, a decline on the day of 17. 
Sentiment was also hurt by a 
County NatWest decision to 
remove the stock from its list 
of 30 best buys. 

BAe slides 

British Aerospace (BAe) 
tumbled early in the session as 
traders tested the market to 
find a trading floor. At the 
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APPOINTMENTS 






■ Mr John Heaps (pictured), 
wiH assume the position of 


hi addition to Mr Heaps, the 
management board wfll 
comprise Mr Trevor Bayley 
(finance director) and Mr John 
Fenton (retail operations 
director). 

Mr Heaps, 52, who was 
formerly chief executive erf the 
Colne Building Society, joined 
Britannia on the merger of the 
two societies in 1983. He 
became a director of Britannia 
this June and is currently 
responsible for information 
systems. 

■ CAPITAL RADIO said Hr 
Richard Byre is to be 
appointed managing director. 
He win replace Mr Nigel 
Wahnsiey, who left Capital 
Radio earlier this year to join 

fiadtnn flnmwnnifegt f rms- 

Cuirently media director 

of advertising agency Barths 
Bogle Hegarty, Mr Eyre, 37, 
hopes to join Capital over the 

next few weeks. He Is 

chairman of JICRAR, the joint 
industry committee on radio 
amitoiflp research, end 
diairman of the Media Circle, 
an association of practitioners 


agencies and 


owners. 


thfiBRITANNIA BUILDING 

SO CIET Y from next Monday. 

Central to Mr Heaps’ role 
wft be bfe chairmanship of 

a new management board 

comprising Britannia’s __ 

executive directors which will 
bejesponsflde far the 
pfenning , management and 
control of Britannia. The 
manageme nt board will report 
to Britannia’s board of 
directors through managing 

director Mr Michael Shaw. 


■ Mr C h ristopher Burnett has 

been appointed chairman of 
VZVAT HOLDINGS, succeeding 

Mr Michael Cooper. Mr 
Burnett is chairman of 

Moorfield Holdings and also 
Fogarty, and a non-executive 
director of Wototonholme Rink. 

■ RENOU) has appointed Mr 
Roger Bnxdett, who Joined the 
company last November as 
managing director - UK Gears 
Division, to the board. In this 


capacity he will continue to 
have responsibility for UK 
Gears aim the Sooth African 
business. 

Mr Burdett was previously 
divisional managing director 
of Parkfield Castings. 

■ At EUROPEAN LEISURE, 
Mr Ian Rock has taken an the 
rate of group managing 
direct or. Mr Christopher 
Critcfatow, currently director 
responsible for financial 

mnhr il and planning ^ becomes 
firwnm diTPrfnr , and Mr 
Jeremy Howarth has assumed 
responsibility for strategy and 
planning . 

Mr Rock joined the hoard 
in 1990 and was the company’s 
operations director. He was 
previously a director of 
Mlris nmTnttr Tj»iKim* and 
manag in g iHiwfar nf ita Mhitb 
division. 

■ WILLIAMS DE BROE, one 
of the longest established 
stockbrokers and, since 1986, 
majority owned by Banque- 
BruxeRes Lambert, has namad 
Mr Philip DarwaU-Smith as 
director, investment 
management division.. 

Mr DarwaH-Smith was most 
recently a consultant, assisting 
the administrators of British 
& Commonwealth Merchant 
Bank. Prior to that he was a 
director of the investment 


Brothers & Co. 

■ THE LTTFLEWOODS 
ORGANISATION has 
appointed Mrs Janatha Stubbs 
to the board as a non-executive 
director. 

Mrs Stubbs, the youngest 


labelled Prudential (5 off at 
254p) and Lloyds Abbey (8 
lower at 397p) as sells. Fleming 
said: “We expect other life 
companies to follow Pruden¬ 
tial's lead in 1990 in reducing 
reversionary bonuses, with 
implications for lower dividend 
growth than expected, and we 
continue to recommend an 
underweight position in the 
UK life sector. 

Refuge, dropped from 
County NatWest's important 
list of 30 best buys, weakened 
IB to 7X8p. Some determined 
selling pressure late in the day, 
said to have emanated from 
the US, upset Sedgwick, which 
fell 14 to 254p. Willis Corroon 
shares were also badly unset¬ 
tled, closing 7 down at 292p. 

Triplex Lloyd gained 12 to 
I56p and BM Group 10 to 428p, 
both benefiting from indmton 
into County NatWest's 
“County 30” list of best buys. 


r*wiii of sir John Moores, the 
group’s founder, has taken an 
active interest in the business 
in recent years. 

■ Mr Nefl Netto has joined 
LAWSON MARDON, the 
international packag in g and 
printing group, as corporate 
legal adviser and European 
counseL He was company and 
commercial lawyer/deputy 
gram secretary to Nationwide 
Anglia Group. 

■ Within the PEARSON group, 
parent of the Financial Times, 
Mr Warren Stone, chief 
executive of Addison-Wasley 
Publishing, its US based 
educational, professional and 
general puhhshlng business, 
has also been appointed 
chairman of Addiaon-Westey. 

Mr J. Larry Jones, president 
of AdcBson-Wesley’s 
educational publishing group, 
!>»« been named vice-chairman. 

Mr Stone succeeds Mr 
Donald Hammonds, 64, who 
is retiring. Mr Hammonds waa 
chief fw tiM ui- of 
Addison-Wesley from 1979 to 
198% a period when its sa les 
and publishing activities grew 
rapidly worldwide. In 1988 Mr 
Hammonds negotiated the sale 
of the company to Pearson. 

N Mi- V»Hli ¥«AwH haw 
become a member of the 
BOWATER board. He recently 
retired from Royal Dutch/Sbell 
Group, where he was a director 

nf SKpH IntPTTwHnnfll and 

regional coordinator. East and 

Au str ala sia, 

Mr MarlfTPll is alan a 

director of Regalian Properties 

and S tandar d fi hirrt grw? 


tied the blue chip export 
stocks, as well as dampening 
hopes of a cut in UK interest 
rates. ICL with the market's 
hopes of a move from the Han¬ 
son camp fading daily, gave 
ground again. Glaxo held rela¬ 
tively steady, however, in a 
pharmaceutical sector revived 
by hints that an overseas bid 
might be in the offing. 

Growing doubts on the near 
term outlook for base rates 
took their toll of property 
shares again. C onsumer storks 
remained firm, but across the 
broad range of equities the 
institutions were still unwill¬ 
ing to chase stocks ahead. 
Many fund managers are com¬ 
mitted to the British Aerospace 
rights issue, which could pres¬ 
ent them with an unhappy 
start to their final quarter port¬ 
folio valuations. 


British Airways finned 5V4 
to 191 'Ap following another 
profits upgrading. UBS 
Phillips & Drew predicted 
current year profits of £160m, 
up from £135m. Mr Richard 
Hannah at UBS c i ted a “stron¬ 
ger than expected passenger 
yield and cost reductions 
coming through earlier than 
anticipated”. 

The floor fell briefly from 
beneath Ratners after the fail¬ 
ure of the 28-day rolling auc¬ 
tion for one of four tranches of 
the company's variable term 
preferred shares (prefe). The 
failure of the auction raises the 
dividend payable on the prefe 
by about $2m a year. 

One analyst said: “This is 
more significant than last 
week’s downgrade by Moody's. 
It virtually ensures the failure 
of the next three auctions.” 
These auctions take place 
every Tuesday. Ratners bot¬ 
tomed at 68p before bargain 
hunters poshed the shares to 
82p, up a penny cm the day. 

Asda weakened 4 to 42p as 
worries resurfaced about its 
£357m rights issue, now that 
the shares are so dose to the 
35p rights price. Market spe¬ 
cialists, however, believe the 
issue will eventually be taken 
up, although it was likely to 
be a struggle. 

MARKET REPORT ERS ! 
Daniel Green, Peter John, 

Joel Klbazo, Jim McCaUura, 
Steve Thompson. 

■ Other market statistics, includ¬ 
ing the FT-Actuarles Share indi¬ 
ces and London Traded Options, 
Page 26. 
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EQUITY FUTURES AND OPTIONS TRADING 


SKT.T.RHS of thw irfnrit imiiw 

futures knocked the confi¬ 
dence oat of the underlying 
cash market yesterday after a 
tremor of early strength, 
writes Peter John. 

The December Footsfe future 
opened higher an the back of a 
strong Wan Street However, 
dealers responded to a strat¬ 
egy note from BZW which was 
bearish on performance in the 
US hut widely misinterpreted 
as forecasting a slide in Lon¬ 


don. The stock futures were 
also said to be affected by the 
sharp fall in gilt fut ures wmt 
nervousness surrounding the 
Tory party con fe rence. One IK 
home. In particular, was said 
to be a hea vy sel ler. 

The downward trend contin¬ 
ued throughout the morning 
and December slid further 
below ife estimated fidr value 
p remium to t he llnfl ey - Hbw^ 
ever. Wall Street defied expec¬ 
tations of weakness «—d tfw 


December responded by pick¬ 
ing up off the day’s low to 
edge ahead to Its official dose 
of 2,618, a premium of 34 
points to the Index and 8 
points below fair value. Turn¬ 
over was healthy ad more than 
8,000 contracts. 

Traded options saw brisk 
t ur nover ol nearly 32^00 lots, 
comfortably above the esti¬ 
mated break-even point of 
!MM)00. The top stock options 
were Amstrad and Teseo. 
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CORPORATION LOANS 



bju bad 575 
9.74 308 28V 
9S1 265 23V 
9.99 26il 23B 


Undated 

Bte4pe..... 404 

r Loam 2b pett.- 361 

».3*j pc ol Ah.- 59s 

■.%'bbAft- 2»«i 

ste>2<2PC— - 25 

IL 2*2 pc.- &l 

Index-Linked 


CD 12) 


9.74 l°74»l 11 

9J>9 
9.95 
9.78 
9.69 
10.07 
9.77 uo 
22 134 
lx 130 

9.64 
9^9 

9’79 Proracctlve ami redemption rate on projected inflation of CD §3 
9AC 1(7% and C2> 5%. {&) Ftaurts In parentbeso *ow RP1 best for 5J 
9.95 tadexioB. (Ie8 moot/B prior u Issue) and Ime been adjusted to a 

«*■ 

9.711134 J. I 


104 1L06 

983 *£ 6 85 

U7h -2 1L49 
30 *2 ~h 1L4C 
271*+1* W.91 
10S-4j 10.951 


COMMONWEALTH & 
AFRICAN LOANS 

95i84^htii Mod. 87-92 Asstd...] 99t.1 4.741 

LOANS 


Bsilding Societies 

lOd 10*tefcAmb3W:Ui2021-| lOStj-4, I 
107V IoaOo.4SpdL’54-1 10)1-4*1 


Public Board aid led. 

52bet Wtr.3pc , B'-1 521*1-111 5.7ll 10.00 

FOREIGN BONDS & RAILS 

I .. PriK + 0 rDh% Bed. 

La* Stack £ - Gma YMd 

51 keek 7pc Ask. - 51.— 331 T7.00 

5C Do. 69 c 2 S 5 tb.Ass. 50. ' KjOO 

51 Do4pcUfxed As- 51 .... 2 14.00 

35 Hoag.'MASK.. 5J — 2.75 13.57 

20WrdmQMtal5pe20U_ UlV-l^l 15.3 UJB 

Continued on next page 


LEGAL NOTICES COMPANY NOTICES 


M THE MATTER OF MANRN 
MANAGEMENT LOOTED 
AM) 

M THE MATTER OF TUBE CYPRUS 
COMPANIES LAW CAP 113 


Node* to iwratqr gfvan teal M emdMom te 
M abowm am ad company *tdcti to being 
wotemartly wootd IV «m mcpdmil on or 
betom the ITtti Mr te Nomitemr 1001 to 
•and In OnKr U mm, teatr aMmtoM and 
dmcrlpMM. late parttoteam te Biter defeat or 
dtema and dm name, «nd adteaaaaa el Btetr 
•oHctearo (tt any) id M Mdtetegmtf Ur Am- 
ony H«il Roubsos FCCA te Julte Heoaa. 3 
T h a mtotod - Darato Start P O Beat 1612 . 
Ntooa l a. Cypraa, M Bguktotor te M tad 
oooipwy, and V oa mqofrad by nodes In 
wrWng tram ha aaW dq aMtenr, am gemon- 
■ny or by tbter lo de ten , to cobm In abd 
pmva MJr dates or tetona at cacti dma and 


CANADIAN EACViCUBMirED 


OKTAMO A QUEBKC 1AH.WAV 


itedaWFjteity 
tor lartda 


[lahUarfawli 


rscoota, '-rpros. me o q u mat o r of an bsm 
oeotpany, and V ao raqobad by nodes In 
wrdng tram ha aaW dq aMtenr, am pro w 
any or by their lo de d n n , to com In abd 
prom hair dates or tetona at aucti dma and 
ptaca aa ahtel be apacBad to sued oedOa, or 
In dteaull Owrate hoy wo ba aaekadad tram 
ha be n e fl l te any temtotelon rnada hatnra 
woct dates are p ro nad. 
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Liquidator 
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Much the same as you, no doubt 

Peter Bruce talks to MarbeDa’s Mr Big, the 
man who roused his socialist opponent from bed 
to bulldoze his house, and who would like to do 
the same to the governing party in Madrid. 

Barry Riley asks: have the Conservatives 
left time to rebuild a popular economic 
philosophy? 

What is the FT 
getting up to 
this Weekend? 

Nicholas Woodsworth is offered eggs for 
breakfast on the rim of Canada and finds 
something very fishy about them. Back in 
London, he discards the outback image and asks 
the experts to pass him off as a City gent 

Lucia van der Post has a ball in Houston 
and finds out the difference between being rich 
and being accepted. 

Christian lyier discovers what it is to be a 
Chinese dissident in America. 

And so it goes on... 

Weekend FT 
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Huer^e .. Jk **« <5.45-4824 -au 

_Sk 9235 9J23 )a96 -02 

Jerai_5k -SZJb 4236 44.96-0611 - 

Emenp 1 t 3 Ua.-bzc.-b 47 13 47.73 5L01 >0851147 

Matbessn UnH Tnst Managers Ud (1200IH 

A±nic 3 sa»(eiro TO Hatrc. Bi Mt raxd. E3»x 
Eccte-s: 0277 2273CO EeDtay 0277261010 

UK Grow* *.4-1: _ 61601) 6019d 70 791037658 
UKNimtrochz._6ia.42 3S 77tf 3B26M2DS25 


Mayflower 

Pcec2=5. 

l au rri- 

Global Iro... 
BritLettkn. 
ItflaKn- 


agenrol Co Ud 0200)F 

r.KenBRS-WA C8X-6633LU 
,339.9 339.9 301-5 -4J&.07 
5149.43 4)43 5207 O 07^24 
286 6 304.7 -3.l|250 
1513 1608+O5US8 


■1151.76 5Z.-6; 56.00 

5(7819 79.43 84 SO 
SPIWVtteDht... 5 7400 75.98—8003 
Wt^rwrewc09--5kl4838 49 01 5242 
Newton Fond Mngrs LU O200)F 
2 LxatfOP Bridge, sn. 071-407 

ftrwimtecreJr:. . 6ba5J l«-»iriM09 

hewtmGleh—. 6(22035 ZznJ5-234 4Z *10! 

Ktwths Gfantt — 6pS (2795011612 -022 

Itarioa Cash _ .O&DO06 10086-100 86 UK 

Knnrabsl 80 -619823 UF»26-106b7M3« 

Norwich Union Tst Managers Q2001H 
POBe* 124.5Ifl9 Rem Une.Hotwfcb « ' 

Master Tratt._6 )201 9201-9787 

UK Eaaftyt_6 106.42 107.«6dU485 

UKeSuq tocaoie _6 U)»M 11157 USA) 
UKSmaSrCa-c . ..6 9339 9683 103 01 
UK Eteri Growth ..600207 UB.T5-W37 
UKtucexTn 

hal IndexT.___ = ... 

ImnaUcnl_6(1613) 163 05173 46 

Erowo_6 (l2L35 12249 13031 

tan E 11 apron 

Ndi Ajuericu _ 

Rth Acer SmRr CU . - 6,____ 

Jjcacrca..6(7502 76-B4 BL74 

Pidfic_6toftt8 128 4) 136.69 


117 0 1170 1200 
171 (1 1210 128 7 
47 45 4745-50.13 
40 24 4024 <280 
225 3 229 3 243-9 
212.9 212W2264 
1012 1022 1TO; 

1376 U8J-147 3 

139.1 139.1- 147 9 

1131 116.1— 1233 

104-L 184 1 1958 

5*1 38.W JS b4 41 10 
ta^Temaetan .S«* IQ39 1039 1105 

Scctbta. Sh 1724 172.4 133* 

-ll 244 8 244 0 2604 
h 209.4 212.7- 226 


lanaa Growth 

Japutoullri 


M Seotahare 

IritehS5b11»a !&0tf lTO5, 

440 A - SmtttaCmlac.- S^lzoa? 2157-22)41*01 
iSf ISSi” 5? 2330 237 9 253 0 *4 7 


02 114 




b<8 

2W.7 2157-22)4*01(5 24 
233 8 237 9 253 0 +4 . 3 -4 
94 06 94 06 100 0 -0!>(1B2 
I!12213 2223 Z3b4]»l7U21 
Tniu UKSodlrlSmGwib 3614571 47 91 50.961-001 CM 
U5 Growth „ 54 99-62 1011 107 5 *25 fell 
747 UrifGrowth ... SlyllObft 1C6J-U30 +1JH7E 

Schroder UnH Trasts LU U400)F 
3 41 33 Gotter Une. Undoo EC2V 6AS 
ICO Pridic D(): 071-606 8484 Bratar Dig: D71-606 0032 

63 WteTf . -5k( 172.2 172.8 }W3(*13Cli 14 
75 (AnpaiUDltol*.. 5k 184.4 1S5.1 1974 


«4,-.-0k|l72.2 172.8 18A3j*l«|i 14 
Unto)*.. 5k 184.4 1S5.1 W) 1 — 1 ' 


bk 1184.9 105.1 1W 41*178/1 14 


06 10976dU6.77(*6ffi)438 AMOrSHta... -L 5k U7A 119.2 1271 
73 106034113.44^^1 |Jj ^ 


97 (Arenatofts)_5k 1679 169.6 <809 


95.49 9607 102.99 0CMU EuropeanGtah —51. 51 17 5528 

HtoH 123.46 Ul 34 .1360-20 (Accrei total ._.Sk 5L91 5238 56.03| 
_ 6800.33 10301 10)38 *144002 EaroSaiffrCta.. 5k TO33 4924teBBjjl 


.02 EoroSainrCtt.. .5k 4833 4924 5232 
00 (AmanUaHtt-...5k 4869 4940 5269 
.« ^Merato*.. 5k «39 49 40 52.69 


SashEattAsian_J6 Sot 68 10)23-Ll6-aW.4z(166 (AcaiaUpIttt—3|* 52ii-S'S 


IntenotJoatt Sand -600603 10606 113.68 
GtaAConattale 6(9738 97.78 104.02 
Ptnpmy..617433 7636 BITS 

Pearl Unit Trusts LU QOOOM 


Medical Investments Ud CLlOOiF 

94 White Ladies TO ErtttClBS81tDt 0272257593 
(to-d-rs=i.- ..S«*l9ftl9 95.1910339T - 

Mercury Food Managers LU nODOIH 

33 K*; WUUr.SL E0M<M5 071-2tuc«« 

Aawraa.-i5toweh .il 1340 13*2 1C Z -2J0& 71 

-03-DLTKtt_5(143 3 14)3 152.9 *2010 71 

A.T^xr:-=rih_5 3573 3573-3005 -043E66 

ra-r-r- Urta!_9 SO «I SO 41—S3 63 4L£7|6 66 

tariKfcfi. -5*5406 K» 5 63? - 

Utentoitt)_5 5561 55 61 5932 

Snicrt5.ee Q.C __5 62.01 62.13a66.23 

(IccaroLrtal-,_517035 7D0C-7570 

Cash* -__Of 1018 10L) 101.9 

Itett aBK'Hi) . -0(1163 1165 Ub5 
Eurocazi’Growth .5 152.fi 152-8 162. 
(te33iU=-5s>- .. S; 162-2 16U 172 
Eghsnr.lracav. -5 6235 6125 6637 

«=tototal._ 517547 75.47 8046 

Gereral_-5 399.2 430 8-427 6 

(A-I-L'rta’_5 73C.1 73)2-7323. 

G'.ohal 3rd-5 10* 7 104 7 d 110.1 

U=vnUrta;... _.S 1086 IlS 63U*2 
toil Sect-tits. _ 5!66 a7 86 67 9109 
Wca-iUr-a'-.. . 51133J LOJ N5J 

PfGhtesca__ S'3)35 OJ3 5262 

.AreaUr.%' —.5=6017 60 42 64 44MS16 84 

(ncciTT . __S:U).6 119 E—127 8 [-03 5 S3 

LAcreaCmts;_5(1620 163 2-174 ok » 533 

IrtBtetonl . .. 5; 2950 2)5 £ 314 *(-2^ 1.08 

(Ac=roU=ts._5lja68 3Ec8 4:12 -3*3 108 

Jap ar. __ ..3(1705 >703 1HL0 -240 0 00 

UtatoUdta)_5)175.0 175C 1S5 8 -2« 0 00 

PreWc_ 51 S323 5303 56.7B -tT7 L52 

Iftrelhitl - . _ 5 55it 5506 5933 *102 L92 

Pcrtfalto _5‘bl 36 6U6tob53b!-22C 326 

(Accra total __5166.76 66 76- 71.12(022 32b 

Kecicre —-5 246* 2466 263 I -22D 3-93 

AreretlDiltt 5(2973 2973 317 2 -273 L93 

OKSraiCerCat...5 1*200 43 49tf46J9M02 267 

lAccnL-l £.. _Si<663 4730a50*6l-(U2tb7 

I raUtatoc tt Funds , 


PO Box 500. Peterborough PQ 50G 
DeiliDij: 0800626577. Eteihjte 

Ero*ri_61188.9 1916 203.7 

Cfeaaitota) __6(3698 373.1 3990 

Growth .... Sl 116.6 US0 1240 
(Axam'JmU).... 511970 20a6 711.1 
18)4 187 4-1993 
1760 1773-1885 
1906 192.0 2042 
5105 5107 5530 

_.5525 55.96 5)53 

□K Sender Cot Ac .6 53.79 5527 58.79 

KewEsnxw_615056 30 77 S4JUKB 

Perahrtdte Admitdstratin Ud Q630F 
18-19 SAsdbsS St. Lank—WC1R4PZ. 07 
PerntrcJa Ccnxr.. - h| 95J1 97.0610207 
PB£roraUteKAro-bJ4303 4304 4647 

Perpetual Unit Tst Magmt U20D1F 

48 Ha.n Street, ttaUeyp* names 0491576860 

burancalGaU 5k Bb3XR 36302 388261+2JIKI66 
Inan-_Sk 1)679 23679-2S326k2W.92 

ri-*0RtC3teT_5kp36O 21360 ZTO.45|*L«B87 
Arden Growth _5kp)58 LKUO D) ls(.220B3O 


81 Ftondtoterejl. _ 5k 48.07 48 07-5067 
47 (Atom total ....Sk 5330 5330 56.17 

U Gift (Dane_5k «.« 94.6Bd99.77 

(Arete Uldttt.... 5k 1193 1193 125 7 

Ukobc _5k 2501 2520* 2687 

(Ammtotal ...5k 68)0 694 2 7404 
7 Japaa Srolft CBS-5k 4013 4053 4323 

9 (Arena total.5k 4023 4062 4X32 

88 PacificG iMi . . 5k 4) 47 5027 S3A2 
06 (Arena total —Sk 50 2b 5107 5447 
06 SrotthrCak—..5k 1512 155 5 1650 
(AcresUnfed .— 5k 170 3 17SJ 1067 

Turin_ -.55 8701 8736*933) 

(Acrestotal__5k 07 8) 0044 94JD 

OK Eteri_-5k 170 0 1711 1 3 25 

(Arenatotal ...Sk 2)8 9 3009 3209 
IIS S—Ur Cast ...5k 630) 6501 69}) 
(Aore»Urittt#..5k «M 6501 6934 

World Fd_ .Sk 5607 5721 611 

(Arenatotal- .,5k 5865 5900 62 


MEcnrota .5k 11476 114 76122.7* 
Far East GwUi ...Sk >2530 12538 13430 
Eur-earOwt/i.. 5k 85 40 05.-W 9134 

UKGrowtti.5k 57.17 57 17 6115 

N-nkKOioe —5k 6304 64.73 6)24 
JaoneseCwlh —5k 16107 16107 17243 
PEPGMhBInc. 5k 7132 7220 7722 
AfttaSallrUtal-.Sk 4507 4567 48051 


43 Charity)_ 5 835J 8S7.1 914 2l-Ml*24 . 

- Earopmn*.—5 1471 14&M15B2I. - R63- 

CAcren total*_5 ISM 1612 1714 

EaraSoilIrCasV —5 2114 2139 2275 

(ArenoUntelw_5 21.45 2131 230) 

OnhalEqnttyft*9.5 5261 5332 5651 

\27Z (Arena Units) f_5 5367 5421 571* 

J87 JanraSaArCosY-S 2B.74 29.06 30 91 

^ (ArereUattttV_5 2001 29 14 309) 

H* UaBd Bataraad. — 5 129 * 1305 1388 
L <7 Umretotal--...5 1364 1370 1463 
ft« 0wnrcEtj.rfy9—5 223.4 12 4 7 1326 
*■87 (raasSmllrCO'19.5 7507 76BM809D 
Urea total*-...5 77 44 78.45 83.45 

*01 Pad He*___5 1075 1091 1160 

UB (Acre* total*.--5 1123 1 138 1210 
2-20 Recpawy_5 1227 1254 1 


lAcronL—Jl„'_5i«t63 47JOu 50 46l*6C2Eb7 
I mlttflUgO i Frmrt 

U2Eteri __2(40*3 40*3 414.7 -2JO(424 

(AcariUcits,... . 2 1 7263 7263 7450M2DM24 
AoerSaGaECcta _2]53 03 53 03-543?-flcb.M 

(AcramULtai_2153.45 5345tf54ft>V*04Jl000 

• Cccyote Acoul Rate 

Merlin Jupiter Unit Tst Mgrs LU (Q905)F 
197 KfliSbttnfte. U=tei SW71R3 071-581 * 

AiamreCa-5(1329 131.9 1403*29, _ 

lEcere --- 5 8307 8807 9*54 _|567 

9rcreoftGcriral_S 117.9 U7 ) 1254 ... 

UK Growth- -.5*5535 3535 3760*onjL44 

let—Aatlcnol.. S[SL 1* 5114 54 40*037p.f9 

Emlofi*-515705 5765—6132 +05(1.78 

Erecroe-.5 6837 6837 7175 -QM 

15) 9 1593 107 6 *25 

Metropolitan Unit Tmst Mogro LU QOOOIF 
3 DufcBUra. Patted Bar EN61AJ (po7Clfl) 

EorogrcwtOPSis —6 70.66 7Z5* 7616 0 « IJ9 
mrogjaiS5e.T7_6 4722 4759 5003 -OH Ul 

Socrt—Accaa_ 6 6522 6 b.ll 7D33 -UB 205 

UKGrowth Acc -- 0 6027 6112 65 02 OJ3 302 
UK lucre* Act 5k 7333 73 97 78.69-4E7 5.47 
—5k 0L65 6218 66 15 07*16.47 

Midland Unit Trasts LU (IZOOtF 

192 Er* Street. SbeffiettSl 390 0742529888 

BrftiaTtt- 6 67 42 6797 72.W 070 288 

lAcreaUthttt_ 6 72*5 7303 7831 03S 288 

Ctettt- 6 8733 0733 93 19 047 2B4 

Mecaa total --..6 130 9 130 9 140.0 0 70 284 

EaropmaCnrotfi ...6 1356 1350 1443 010 103 

(Arena Units;_ 6 1683 168 3 17)2 01 U 103 

ExtraNKhlac._ 6 634 0 64 61-69.10 -C33 7.47 

(Aretetotal_ 6 9)6) 1016 1087 0® 7 47 

Qft&Fslbft..- . 4 5L11 SL 11—5320 020 9.47 

(Acoiib Units)_4 121.7 1217 126 J 050 9.47 

H-h Yield. 6 1960 196 8 2105 -S» ft06 

(AreteU—ttt ...6 4206 420 6 449 0 -1LB b 06 

ftihifte.......6 2473 2503 267.7 ~2N 4 72 

(Arete UdtSI_ 6 4865 4923 526 7 -540 4 72 

fell HlpaSttlT_ 6 6133 6133 6539 015 146 

(Arete total_ 6 64 79 64.79 69_2) 4U5 L46 

JapanGmrlh_ 6 2S24 2824- 3019 +333 - 

'ArexnUttttt- 6 297 5 297 5 3183 *3® - 

UandsrioTtt_ 6 59 00 54.19 6331 KIO L98 

(Accamtotal .....6 60 45 60 64 6 ) 86 1)8 

AtCfdP'lotoAcc -6 69.92 705b 75 46 009 185 
&Iow 711 —bet UT 0 4905 4905 *983 <010 9 74 
(Arete units) - . -0 65.50 65 50 6550 0 01 9 74 
ftorWAmertcaa . ...6 1266 126b 1354-US 1.56 

’Arena Hilts)__ 6 150 1 158.1 1M.1 *U0 15b 

Smaller CBS. . .6 113 7 113.7 2L6 0OOZJ5 

(Area total_ 6 1320 132.B 42.0 068 235 

Uoidlati Growth... 6 124 4 124.4 133 0 030 237 

UaidUn Incoow 6 100 7 100.7d 07.7 030 436 

cAccnmUffta}_ 6 1121 UZ1 119.) 0301436 

H Waad Pbnaatt Fetetin li-t Tro-• 

British_ 6 73 25 74 22 7096 076 188 

EarosBBiGrowW -6 62.73 b277 667B 0 ft! l.QJ 
GIU& Ftrad ... . 6 62-96 62.96 6680 02*9.06 

iDcaae- 6 63.98 65.08 b *21 4H«H 

Jaaan Growth_ 6 4L70 J19J 44-58 *047 - 

Unused- 6 55)3 56.74 6036 007 1.85 

IfMOrAWta. —.6 7DJ3 7033 7435 *00! 
HonbAmeriaa-. . 6 M ID 6000 64 60M.99196 
MMUnd FSAYCS Balt Trarf* 

British...b 6688 67 76 72.08-0* 2.88 

Einae-iGrowth -.6 W 29 99J2 63 U OiM 103 
cmftFtudba _.b 59.94 59.94 63 60 025 946 

Incocrw_ 6 62.76 63H 67.91 067 IM 

Japan Growth . -.6 4L68 4108 4455 0*6 - 

Unugri . . ... 6 S351 5429 57 75 0ft7 105 

bloaerUartet. 6 65 23 65.23 6934 Oftl 140! 

Nnnh Aa—rican_ 6 5735 57 90 61bOhe0)lLSb 

—rad Ex—iBil Pinriwi tott Tintt ■ 

Brttua. . _ 6 6796 688 * 73.26 0 JO 288 

EarateOBGrowth. .6 5022 58 25 6197 004 L03 

CIH L Fixed IM. 6 57 B7 57.87 6140 022 9 46 

■man*- _b 6308 6437 6827 -Old 4 72 

Janaa Growth_ 6 42-51 42.73 45.46 0*7 - 

Managed-. . ... .6 57 06 570) 6158 0H7 L85 

Many Mates-A 6339 63 29 67 09 *002 1004 

Keith Am?Jean . -6 6L*2 *209 66.05k) *7 156 

• On a twtah, tmta wiU be taoed at bid price. 

For MIU Brittetfa we I8VESC0 MIH 

Morgan Grenfell Unit Tst Mgrs LU Cl 000 )H 
20 FUtshdri drom. London EC 2 M 1 UT 

Oralis 071026 0326_ Em*Arte07 0260133 

AawricanGwW .. 5k 1670 167.0 1733 *23^ 80 
EwraonOthhe—Sk TO 2 195 2 TOB5 -0.6E.00 
EmewsGthAcc ..Sk 1952 1952 2085 -O6BJ30 

bnlGwth_5k 1453 1453 1546 +10B DO 

UK Easily!*(.. 5k 115f U58-J24J ‘ “ 

UKEnlriAec ..5k 1343 1343-144 2 
UK IM Trams lac-5 124 6 124 6 132.9 
UKtod Trada-Acc 5 1355 1355 1*45 
OSEarraTVatfewric 5 14L6 1*1 6-151 8 
bSEgtaiTnrarAa: ..6 1*70 147.0-1576 
- J - - 6630 6630 70J1 
8056 8056-8659 
10 L 6 101.6 10)3 
1(02 1032 11L1 

«U04 100 04-10004 
ofi mi ii 121 — 1 U- 2110 in 
5kllD4 J 1042 111 31 -0.410.00 

For Ct a fhn s Hp—bt w Co ran wre l — Umra 


Pilgrim Unit Trust Mngmt LU (08301F 
39 Pi (grim Sue—. NencasUe npod T|0e NEL6RQ 

AandnbtraMi 4 Deal log: 

Uatt rrattAccacfShv A * 1 » 

1 MUtr Hart Yard, loodtxi Stl 1« 

Aawrfcaa_6 5539 5639 S9.78haOWg.48 

Etapn_6 43 01 4339 4617 L ""’ ln "" 

Glcbal . _ 6 46 20 47.02 H1QS 

Pacific _6 42.92 4355 4633 

UKtaaroetCnwa-A 5039 31.40* 54-6) 
UKInc&GwthAcc.A 5LZ7 5231—3807 




UcarallHttt*—.512260 Z107 2*5414241)J3; 
For Scbstor UT We SuraUrd Canned 

Sarttfc* AmkaMe lit Tst Mgrs Ud 
ISaSi Vtacad SL, a-mmG25M 
EgriBhCM.. ..-6 3735 —U 

SS 

SffShriSISii 

btab-Mtanra^lk 9000 9000 
Jjaraere*-i M-12 6243 6649 


giucftMinw.siaui Jjpraae*_6)6112 6243 6649 

PramUm Life Unit Tit Mngrs Ud Q4001F ffi^rtc*-6 g u mot 

T7Ph. . iww M B* Hd Hnrannkto-b 0444490)71 -615)04 59.85 6334 


2SK&’ tt . H as^ H S i 0) 40 

Principal Unit Trust Mngmt LU OMfllF 
16 Sooth Part. Kelt T7U31AM 0732740700 

Frimtal Tst ikOEU 1030b lia 491-046031 

Prolific Unit Tst Mngn LU (U00)F 
WDtnxft K». 23 WitaOOk. EOW 8LD 
EnodJnes. 071-280 37JX) toalbw: 

Antricurarece .. Sk 63 78 63.78 671 
(Acosntotal—5k 6460 6468 6002 
Con4.Gift. - . 5k 101.6 101.6 108J 
CAosn total— 5k 104 7 104.7 111-4 

EmhCwlh Alnc..5k 52.93 9(330 56 91 
(Acorntotal— Sk 5355 HU 5758 
Extra incense- - Sk 122J. 122.1-129.9 
(Aceurntotal.... 5k 1272 1272 135.4 

Far East _ 5k 222.7 ZEL7M TOO 7h7TOB.99 

(Accaia tfaltd.... 5k 226.4 229.4 244 7(+7J0P.99 

Hftftlaresr_5k sa 16 8816 93.79, 

(Accuni total—..5k 90^9 902) 96.06 
htaruUoaal.—5k 15 Ll 153 3-163.1 

UetaaUnta).5k 1332 1555 165.5 

Kth American.5k 170.6 1745-1863 

(Accun total ....5k 170.7 1740 1862 
Pn»4F*dbit ..5k 3630 36.18 9053 
Utaxan total . ..Sk 3707 3707 40 

5k 5L77 36 02 

3k 92.44 92.44 SB 
5k 9334 93.34 99. 

5k 161.6 1610 171.9 
5k 1610 1610 17L9 
__ Sk 4033 4001 5106 



ScUUsb EqmtaUe Fd Mgn Ud OOMBW^ 


BHAMreSq, 
uibweH 

(aU Accam H 
UK Coral Acq 
UK General Iwl 


SSKSm-H 35.79 3579 30 OU 
iFarEtePfcf -5k TOW 3022 4080 

MTOMIhx-Sk 36.44 3b74 3U) 

fine-5k 30-32 3057 K.61 
Ace .-|k 2)J6 2)44 3L« 


I 031-5531051 _ 

___ .0 187 0— 1940|*L1I2-61 
3002 MMSLSMl"" 
5101 52-18 M06H)« 

4401 441) 47.0) 

41.05 4L0M43U 
SMS 5637 MU2 
6206 6136 6632 
6309 63 59 67.46 
2465.2510 2604 
3609 2637 28.41 
2621 26.21 2621 


Sewn total 

(AoSjftorSlT” 5k 14073 49^ K29 
PHM lieti ly UnH Trust Mognit LU I 
lSezMas taeSq. MaldttaaeUE141XX 


Ennl.-.~ 
Inttnutlcastf 
G>ll 

bTnnwS, 
Eircpear 



HI 

Sisafts.-Jlii S£-H 

Prnldenca Capital Fd Mps LU UOOOJF 
2 Battler W«. M<*. HMts RGZ7 9XA 
EuroS Ate .—Si 1223 1223 1303 

Eorooeaobc_5k 1164 116 4 12)1 

Mrata. - 5k 8801 8801 94.43 

Jacoalac__Sli 8833 8833-9423 

i£AiSkraAra..S? 66.00 6*.ra 70.72 
fethAawrimalw -5k 6229 6229 6675 
UKE«aftyAce-.Jk 9408 94.06 1012 
UKEqSribw_-5? 800) 8189 87.01 
WMdSridcAcr._5£ 1010 1010 1003 
WrabMdelra- 5? 9638 JOTOdlOlO 
UK HighIroEaAct ,5>S 8829 882) 9512 

MSS.*-® £.% 2S 

59.44 99.94 6410 

35.45 35.95 3055 
35.64 3064 3821 

63.71 63.71 67.49 
5438 5438-5700 
8024 8024 06.40 
8024 TOM 86*40 
6122 6122 6247 
50 74 50.74 51.78 
4034 40J* £41 

41.71 4L71 44.94 

41.45 41.45 4407 
4494 44941 4700 
43.97 43 97-4605 
4J.05 47. 


- - ..4a. -5k 2)36 2944 3L4a «26tlil % 

92 UKBhcCh'lpIlC.bk 27-45 27 52 Z)-aTo240-11 
49 UKGMstt ACC—3k 27.59 Z759 295O^U0O. 

49 UKGDMiac.5k »09 2669 28341*017^60 ‘ 

S VTwMeTMTOr—5k 4307 4307 4606l«3SlU2.. 

;« ScnttMi Ufe Inftstmesrts 02BtDH _ _' 
.61 19StAa*ettSaEdaranb m -2232^, 

121 PKMpOUtoS0156.9 2927 3131 -27p70 _ 

- - '*177J 1773 1803 «20U27 

_ _ 29SA 250 7 276.7 *20607 *• 

00 EmmmOMVmOF. 5(3370 344 4 3683 -O2&0I - 
00 WaWwMeVD-ftdF-0lb4j(D 64.94 69.45MHO0D _ 

__Senttbk Motel In* Mngn LU dOOdl 

IM/77A0M4 lMSlVtaaSlSLGlS 
LUUZmW uKEoattylra—. Sk 

,4751 Da A— ..5k 

”“TOata_|k 

75 UK Erawt6~lac~~ 5k 

DoAraani_5k 

Meet Catty Ira-Sk 


towg Kara AccM 

Swtabyur. 
W-w-etaaC* 

W whfe Btxw IkB 

UXMraJ 

Puuuna^H 
TTaUaad 

Caete E—Ewtetal 

GaUTtetlK^H 
Hew Zealand Ace 5 
New Zealand locte 
WUrodPCPAccte 
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• Currant Unit Trust prices are available on FT Cityline. Calls charged at 46p per minute peak 
and 36p off peak. Inc VAT. To obtain your free Unit Trust Code Booklet ring (071) 925-2128. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FINANCIA L TIMES THURSDAY OCTOBER 10 1991 

MONEY MARKET FUNDS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Political worries hit sterling 


UFFE LOME BLT FUTOKS B PT TOS 
QMH Mtta of 180% 


Lffre us TRoraar m futures vtsms 

suoMPMfttBfisn; 


Strike CaHnenJeuerti Pws-saUeraets 


STERLING remained under 
pressure yesterday on continu¬ 
ing worries about the standing 
of the ruling Conservative 
party, although by the London 
close it had recovered some of 
its losses following widespread 
Speculation that the Bank of 
En gland had intervened in the 

currency markets. 

For once, it was UK govern¬ 
ment bonds which set the tone 
for the sterling markets, shed¬ 
ding over VA> points in the last 
two sessions. Gilt futures led 
the way as its losses spread to 
the currency markets. 

Disagreements within the 
Conservative party over its 
attitude towards Europe 
reinforced by concerns about 
recent opinion polls which 
have put the Labour party in 
the lead undermined the 
pound. There was also disap¬ 
pointment that sterling had 
not moved into the narrower 
2 % per cent band within the 
Exchange Rate Mechanism. 

However, with the market 
awash with rumours that the 
Bank of England had inter¬ 
vened in the currency markets, 
the pound did not fall far. 
Indeed, dealers believed the 
Bank had intervened late on 
Tuesday to support sterling 
but had not done so yesterday. 

An upbeat speech by Mr Nor¬ 
man Lament, chancellor of the 
exchequer, at the Conservative 
party conference about the 


prospects for the economy also 

lifted sterling. 

Further support came from 
the money markets, where 
firmer money rates bolstered 
the pound. With three months 
money now just under 10% per 
cent, the markets are not 
expecting any early reduction 
in base rates. 

The growing belief that ster¬ 
ling's weakness will delay fur¬ 
ther cuts in interest rates Is 
also likely to help the pound. 

Despite the jitters in the cur¬ 
rency markets, sterling 
remains comfortably above its 
effective floor within the ERM. 
At last night’s close of just 
over DMIL9Q, sterling is around 
4 pfennigs above its floor 
against the D-Mark. 

Many analysts now believe 
the government is targeting 
sterling within the narrower 
2% per cent band. But even on 
this count, sterling is still com¬ 
fortably above its real floor of 
DM2.88. 


Sterling closed lower at 
DM2.9025 from DM2.9075; at 
SFr2.5400 foom SFTZ5450; and 
at FFr9.8850 from FFr9.8875; 
but rose to Y223.25 from 
Y223.00; and to $1.7170 from 
$1.7145. On the Bank of 
England's figures, sterling fell 
0J2 to 90.2, recovering from an 
early low of 89 3. 

The dollar moved erratically 
but eventually settled slightly 
down on the day. The US cur¬ 
rency had begun firmly follow¬ 
ing speculation that Mr Mik¬ 
hail Gorbachev, the Soviet 
president, had been shot This 
was later denied. 

The dollar fell back as large 
mark-yen positions were 
unwound. The market is now 
waiting for the US September 
retail sales and producer fig¬ 
ures on Friday. 

The dollar foil to DMl.6910 
from DM1.6950; to SFrl.4800 
from SFrl.4855; to Y130.10 from 
Y130.00; and to FFr5.7575 from 
FFr5.7675. 


Price Dk Mv Dec UM 

91 4-03 4-29 <H8 0-25 

92 34)7 5-43 CMJ9 CL 39 

93 2-16 2-61 0-18 0-57 

94 1-33 2-21 . 0-35 1-17 
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% 0-36 1-21 1-33 2-17 
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UFFE SORT STERLING OPTIONS 
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EMS EUROPEAN CURRENCY UNIT RATES 
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Spurt PestU_ 

kritaLira_ 

Belgian Fix - — 

Dull* Guilder- 

D-Mark... 

Ms*Port. - 

ftnbkKnw- 


SteriW.. 

Freon Fraac_ 


Ecu 

Cottral 

Rats 

Cvnxf 
Aififioflts 
AgaUot &s 

% feage 

from 

Central 

Rale 

% Spread 
k Weakest 

CliraKT 

DtwgxKE 

tatttator 

133.631 

129344 

1529.72 

-321 

449 

56 

153824 

-OS5 

LTD 

30 

42.4032 

421755 

-054 

158 

29 

231543 

230720 

-0.40 

L54 

22 

205586 

204804 

-0X8 

152 

28 

0.T67417 

0 765748 

-0 22 

1X6 

12 

7X4195 

7X9632 

0.69 

a 44 

-29 

05W04 


L07 

0 06 

-21 

6X9509 

U3 

0X0 

-49 


4% HtnONALGEXHAN GOVT. SORB • 

DH23OD00 lfldtfa at I9QT4 _ 

dose aw* Low Pm. 
OK 86J9 *JZ 35.92 06.06 

M* 8b.48 86.48 8622 86X1 

Estimated nine 34683 G30TO 
Prerioo tiff's cm ML 75107 (73747) 


QX. TKASUSY BILLS OH® 
Sa Mbits of 108% 


05880 0X8B 0X818 05843 
0X825 05832 0X762 0X788 
0X773 0X763 0X750 0X736 


dose Hrtfi Lra Pm 
9502 95.04 95.00 95.02 


95X2 9504 95.00 95.02 

9508 <5531 95.0b 95X1 

94 92 94 96 94.91 94.96 

94.68 - 94X8 94.73 

94.24 - 9424 94X1 


C IN NEW YORK 


Em center rates set by the Eoropeu Connntsslai Canada are hdescefltiMgieiathestresffUi. Ptrceriagedteges 
are tar Eck a posltta dome antes a n am. Dhtageace skews the ratio hefew two spi e a fc the 
poeenage dWerac? brtweea the actual market and Ecu central rates hr a cwrency. gad Ue maxiiam pemdoed 
PTOstige drriaJon at ike torrent's ituriet rale fm Its En central rate. 

Adjustment ofufated Oj Financial floes. 


6% ROTBMJU. LRtE lEBB JAPMCSE GWT. 

MWO YIMw lOWn ri 100% _ 

Ctot « im 
Dk 9954 99i9 9953 

Mar 99X7 99.72 99X0 

Estimated tene 466 047) 

Traded seteter aa AFT 


British pmmn aan 


CScse High In Pro. 
L7W0 um 1.6880 LMU 
16862 1.6902 L6710 Lb732 
L6694 1.6700 1 6S34 16562 


THREE-MONTH EORKBUJUt (HOO 
Sbn*ateiB)10D% 

Ckae Hi* 

De 94 43 94 47 ‘ 

Mar 9431 ■ 94X5 ^ 

Jon 94.31 94J7 ‘ 

Sea 94.01 94.07 ‘ 

Dec 93.48 93X4 « 

Mb 93X1 93X7 « 

Jeq 92.96 93.03 ‘ 

Sep 92.71 9225 < 


STAWatn 4 POORS 500 BfflEX 
SSMtfaooda 


WTSHU. ECO BOM 
ECU 20M60 lMte If 198% 


(Spot_[ L7195-1.7205 | liTO5-L7affi 


lmsoh_ 

Inconfo_ 

Umenttai-.. 


0.77-0.76n 
2-U-209pra 
7iX-7.Kpra 


0ai-0.79pn 
206-205pm 
7 22-7J2pm 


POUND SPOT - FORWARD AGAINST THE POUND 


s apply la the 10 dollar 


□use N*5» 

0k 10010 

N 

A 

Estimated iota* 0 KD 
Prarious ihVs epn M. 224 (224) 


Uw Pm. 
100X0 


SWISS nuHCOUiB 
SFr I25XW 5 n SFr 

□ase Hk 


Oca Hh* 
Dk 378-30 330X7 

Mar 38060 382X5 

la 38290 384.90 


Low Pm. 
37760 38205 
379.95 384X5 
38270 386.65 


□ase HkX Lew Pm. 
DK 0673 0.6736 0.6670 0 6685 


06682 0X693 0X626 0X642 
0 6642 - - 0 6602 


STERLING INDEX 


8X0 

w __ 

00.9 

89.9 

testes 

90.7 

9.00 

tm _ 

89.9 

90.7 

10X0 

am_ 

90.1 

905 

U.00 

at_ 

90.0 

905 

Rosa 

_ 

90.0 

905 

LOO 

P®- 

903 

905 

200 

pm- 

90.1 

904 

3.00 

poi - 

903 

905 

4.00 

pm - 

902 

90L4 


NettaUWs 

Bekjrem- _ 


CURRENCY MOVEMENTS 


Spain_ 

hair_ 

Nmwv ... 

Frnz_ 

Sweden- 

Japan- 

Andria_ 

Swttzerbai 
Em_ 


0.77-0.75tpm XXI 
0XX4X24cpm L76 

VC 

4-%«RPM 0.67 

OJQ-O Obodtl -0.44 

VE -io 

30-39n«s -226 
par-2Bndb -Q& 
0.26 

1-90*1 L06 

t,-J,wedh -0X5 

ZVwS 0X2 

o.cg^.otoS oM 


209-20ipm 483 

L02-090pm L98 

w-HJW 092 
21-14gai L17 


2Vlipo 0.73 
0.02povO.(Bdb -Oil 
4-60® 186 

191-247dh -3X0 
84-lMdfa -205 
4-6dh -0.92 

h-Utm 013 
21,-Zpm 0.89 

-0.47 

2V-24n 392 

5h-%n aa3 


12% IBTBmL mtUA* GOVT. BSfD BTP) • 

LBM ZKta lOtttt »f 110% _ 

□nse Lew PreT 

Dk 97X9 97 5 9712 9724 

U» 97X1 97X0 97X0 97X1 

Estimated wftne 396114179) 

PrestaE dafi open tit 9151 (9019) 


mUKlFKM SE US VTW5 

0U58 tab oerOJ 


THREE BOtCTH STEKLWS 
E50BJ0S pahttiaf 110% 


5v*wi am 

1H-Iiwpm 1.97 
OlSOlOpa 0X9 


Barit of RfargaF* 

‘IS’ 


ComnereU rates taken towards tic end of London tnflng. Sb-mwnh fontaid dollar 3XB-383cpm . 12 Moat* 
7.13-7.Q3pn 


Dk 

□ox 

90.05 

90^6 

Lo« 

89.98 

Pra. 

90.07 

for 

90X8 

90X8 

90X2 

90X9 

Jw 

90X8 

90X8 

90X2 

90X9 

Sep 

90X3 

90 J3 

90X0 

90X4 

Dec 

9024 

9025 

9021 

9026 

Mar 

90X8 

90.08 

90.06 

90X0 


Suite 

Prtc* 

OK 

Calls 

Kor 

Ok 

Mar 

0K 

Pets 

Hat 

Dk 

Mar 

1575 

197 

359 

4X4 

5.43 

0.04 

134 

258 

538 

1.700 

103 

2<6 

3.03 

422 

053 

256 

374 

651 

L723 

0.12 

ie 

207 

327 

212 

4,09 

528 

ao3 

L750 


0.79 

1X2 

251 

4X5 

592 

7X4 

9.74 

1.775 

. 

0X7 

075 

186 

682 

7.94 

8.96 

11 Ml 

1800 

. 

0.14 

0.45 

1X6 

927 

1039 

1109 

1337 

1825 

- 

001 

023 

aw 

1177 

1255 

13X5 

15.64 


Pmkxn d«-s m Mr Calls 337X01 Puts 418,723 (AH anmtol 
Pmtan day's irione Cads 19218 Puts 42581 (All oreows) 


Eri. Vri. 0 k. Hbs. not Am 141047 (33906) 
Prados tiff's on W. 141860 11354095 


DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 


TMKB8WTH EURODOLLAR 

OamUHaflon 


UMr_ 

CmSaa Dollar — 
AKtateSdUnag 

D-Maifc_ 

SMa Franc__ 

teuaCrildK... 

Frencft Rjk 
U ra____ 

r«_ 


HW In Pm. 
DK 9146 94.47 94.44 94.46 

M*r 94X5 9455 94X3 94X6 

JVI 9437 9437 9434 9439 

Sep 94.07 94.06 9105 9109 

BLVM. 0k. ffc. not shown) 22Z7 0578) 
ftnm dff-5 opoi M. 30668 (30705) 


7 to » YEAR U% HOntWAL FlEWa BOP fllAIIF) FHTMCS _ 

Opra Sett price Daaqe. . -!iu& .. ..Ifl* 
DeMtar 106.64 10684 IQbS 10662 

toch 10672 106.92 -*0.14 10690 10670 

Jib WM 107.22 t0J0 107JX 107.00 

Estinated oslmne 61.760 Total Ogea Ians* U43U6 


Maraan Gaaeanl* chaaacs: average 
180-1962-100. Baafc ri Engtand Wet (Base 


1980-1962-100. Saak of England Wet (Base 
Average 1985-100). "Mts wfcr 00.8 


CURRENCY RATES 


l&rt* Spcdri * Enpeont 
009 rate Drjariag Carraicj 
% nghts UnH 


UKt.... 

Waadt. 

Canada. 

Metterfnb 

te:::: 

%S2:z 

span- 

fell 

fbtt- 

Sweden — 
Japan ..... 
Atari* — 
Swtisftnl. 
Era- 


L7175 
1X770 

L13O0_ 

19060 0.67-0.70nft 

34.95 1100-13 OOcdh 

65500 240-270ofedb 

16915 0X9-0.60pfdb 

146.00 80-99a3 K 

107.00 68-74cdb 

1264 00 64DX.90nradb 

6.6425 280-3JOatdh 

5.7600 203-208001 

6.1575 293-3J8orrib 

13005 0X6-0.18fdb 

119425 142-4.65qndb 

14805 037-O.40ol!s 

12095 0Xl-(L47cn 



Its Id TEAR 10% ITAliU LBNfi TEH COKTIACT DUlff) FOTTHES 


Open 5rtt price Qcsse 

OllldB 8663 86.72 -rO.07 

Mam 8680 *007 

Estimated tolane 890 Tout Open Mma 7X90 


HW Low 
Dk 90X7 90.68 90.63 

UK 90.96 90 % 90.91 

Jn 9116 9U6 9114 

SeB 9131 9131 9129 

Dec 9137 9139 9138 

Mar 91X9 91X8 91X5 

Estimated raUne 17974 (8130) 

Pierian ttqVcoe* tt. ld«B 1142513 


THREEMOBTH POOR FUT0IE5 OUTIF) (Pits iritriratt iffnd mb) 
DKfccber 90.67 9071 H).B2 90.71 

MM 90.99 91 03 HUB 9L(D 

Estinated Ktame 8.473 Total Ops I merest 54X43 


CAC-48 FUTOBES BIATIF) Stitt Mb _ 

Odflter I863X L857X 

Bowsuber 1876.0 1H720 

December 1890.0 1886X 

Mira 1927.0 1927X 4 

Estimated trine 4X83 Total Open tateresi 20.421 


18633 

18573 

-20 

1864.0 

18543 

- 

1876.0 

18720 

-15 

18765 

1869.0 

- 

1890.0 

18865 

-15 

1890.0 

18870 

• 

1927.0 

19273 

-20 

19270 

1927.0 

. 


Surfing_ - 0.790797 87M392 

UXMW. 5X0 1X6452 120261 

Canadians_846 1X3972 1X5823 

Austrian SO ~ 7X0 162132 1 ' , ' ,na 

BcManFm- 800 47.4068 

DateKnw- 9X0 886802 7.89632 

D-Mark_ 7X0 230372 204804 

Dutch Guilder.. 800 259573 2J0720 

FibocS Franc.- 101, 7X4599 6.TOH 

kananUra_lUj 17Z121 1529.72 

JapuorYeo- 5X0 177X51 157X61 

Honor Krone. B 9.00038 800937 

Spnbn Peseta. - 145357 129344 

SwedMiKnaa. 10.00 NJA 7.45857 

Swba Franc— 7X0 201881 L79008 

Greek DraA- 19 h/A 2HJCC 

Irish Pari_ - «/A 2765748 


tomemal rates taken inwards the Hd of London trading, t UK. Iretand and E£U are gaoled In US t 
Forward Kanban and Osamu appfy to the (IS dollar and mtt to file tadMtatf tw ienff. 


EURO-CURRENCY INTEREST RATES 


Mfcrz “4:5? W& 

Can. Dollar.- 8S-8? 8?-8% S-8X Ti-i 

DabhGaUder- 9b-9ii 9*, -9^ 9C-9? 98-94 

SwteFraac.- 74-7? 8-74 84-84 ft-f 

D-Mark-- 9*1 -94 9V. - 94 94 - 94 9J - 9A 

Fri™±Ba«- 94-9 94-9 94 -94 94-9C 

Italian Ura- 12-10 114- 1BV U4-104 114-U 


OT 

gain palrii «d 100% _ 

□ase HMl Lw 
Dk 9021 9021 9019 

Mar 90X8 90X9 90X7 

Jut 90X0 

Sep 90.92 

Estimated rritrae 354 (412) 

Frariods tiff's opm «. 5369 (5190 


Eamaaounin _ 

Decoder 10610 1063T <0.10 

Kadi 106X6 • flin 

Estinated wtame 2435 Total Opn latetst 5,420 


106X4 106X8 


OFTM BH IXHG-7ESB FRENCH BM BIATIF) 


TWEE HMIH EDO SWES F1AK 
SFR Insprinbrf 180%_ 


a Ba* rate rrim to ceetral hank dbaaot rata. 
These are not quoted hj the UK, Soda and Mart, 
•f Ennaean CommteJaB CriadaUofli. 

* All wR rausatefor 0cL8 


Italian Ura- 12-10 114-10 

Belgian Franc.- 94-9 9V-9A 

Tew- 64-6U 6H.61 

Daabk Krone... 94-94 95-94 

AdanSStaq-34-34 34-3A 


9A-9 

U-7! 

Dk 

Ora 

9106 

91® 

Ljm 

9L85 

Pra- 

9L88 


Mm 

9226 

9227 

9225 

9227 

i-*5 

Jm 

Sff 

9249 

9261 

9249 

9247 

9249 

9260 
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Pots 

Sbfe 


Uatfi 

tm 

Denmbta 

Uarcb 

JOS 

195 

. 


014 

030 

106 

L14 

. 


0X5 

0.77 

107 

038 

uo 

• 

075 

- 

108 

0.24 

0.70 

• 

- 

- 

Open W 

98,612 

42607 

2440 

80.33 

37.405 

Esttesart nlum* 13.442 Total Opes Mena 269.962 





BASE LENDING RATES 


Bunted vohaa M52 0899) 

Prates dap's ops W. 18839 08130) 


OTHER CURRENCIES 


Ung ten EmrioXarc two wan 6 6-64 PK cent; thee KOri64-6% PK cent,-fo« wan 74'7 PK cent; Ore jean 
74-74 pr cM npntal. Stert tarn rates aecrilte US Dellariand JUporaenff atteK Itedffd* aette. 



EXCHANGE CROSS RATES 


FT-scumra • 

£2S petdl Irta print _ 

One HUh last 
Dk 2618X 2644.0 2610.0 

Hv 2651X 2653.0 2653X 

Jm 2683.0 

Estimated ntnme 8719 (4780 
testes dip's open rt. 33690 CJ392Q) 


Od.9 £ S BM YMFFr.SPr.Hn.Un C$ I Fr. ECU 


FT-SE EOXOTRACK 109 MEX 


£ i 1.717 2.903 223X 9.885 2X40 

S 0X82 1 LW1 130.1 5.757 1.479 

DM 0X44 0X91 1 76.92 3.405 0 875 

YES 4.478 7.689 13.00 1000. 44.27 1U7 

FFr. 1.012 1.737 2.937 225.9 10. 2.570 

SFr. 0X94 0.676 1.143 87.91 3X92 1 

HR. 0X06 0X25 0.887 66X2 3.020 0.776 
Ura 0.461 0.791 1X38 102.9 4X55 1.171 

CS 0X15 0.885 1.496 115 J 5.095 1X09 

BFr. L669 2.866 4.846 372.8 16X0 4X40 
ECU 0.702 L206 2.039 156.8 6.942 1.784 


L940 59.90 
1.130 34X9 
0.668 20.63 
8.688 268X 
L963 60.60 
0.764 Z3X8 
0X93 18X0 
0X94 27.60 
1 30.88 

3X39 100. 
1X62 42.06 


Ota High Low 
U14X man 1114.0 


Estinrted solwne 4716) 

Prates daYs qp»W. 254 048) 


’ Contracts traded on AFT after Wring Poes 


POUND - DOLLAR 


FT F8K2M EXCHANGE BATES 


Spot 1-eflL 3-rntfi. 6-atth. 12-rnth. 

7170 1.7094 16963 16785 16462 


tam&cowpanj- 

Alfied Trad Bank- 

MB Bank- 

■ MAastacar- 

B&CMottaBtBa*,.. 
BartofB«da_...— 
BaeoBibaoVlaffa- 

Ba^ofCfpres- 

Bakofliciaod- 

BaokoflDdU- 

BffkofScotbod_ 

Baffs Beige Ltd_ 

SaUffsBaA- 

BeodnsfcBank- 

BrtBief Mid East—.. 

i Bran) Sibley- 

CLBatHtfeta*— 

GUtankHA_ 

CltjUmtac(jBdrk_.. 

Drtedate Bank_ 

Co-operative BrtSt- 

Cbutb&Co_ 


103 CfHttljoBnalj_ 

103 CjpnsPopnUrBk- 

103 Owfcir Ba4 PIC_ 

105 OwanteTO- 

105 EqBattrialBartpk™ 
105 Enfcr Bart limited __ 
105 Fwiaaii Get Bart., 
105 FifdNatie«alBa*Rc. 
105 • Robert Ftenbg&Co. 
105 Robert Flaw 4 Ptm_. 

105 Unbart_ 

105 OGBaesMabon_ 

105 tHaatiRsBart_ 

11 HanpHreTradPtc— 
105 HerftabSe4GeabrBrt. 

105 *Hi«Sa™el-- 

105 C.Hom4Co- 

105 Koagk«69artaI n 
105 • Leaped W 4 Sots ^ 

105 Holds Bart_ 

105 UegfnjBartUd—. 
105 McDomell Hughs Brt. 


_ 105 MkBtelBa*- 105 


105 ftwtBartlig- 105 

105 HatWestntatff-105 

105 Rortbera Bart Ltd_105 

105 RjknditltetgagiBart 11 

U Pnm«ialBartPLC_.. 14 

11 SntngteBartUd— U5 

14 RoysI Bk of Scotland— 105 


- 105 •Saifo&WlllEBSBSecs... 105 


n 

StnSadQamd— 

105 

105 

T5B_. _ _ 

105 

105 

WsAfk _ 

105 

105 

• Usittd Beef (Cnuah_ 

105 

135 

UnibT«lBatPk„ 

105 

105 

Western Trai- 

105 

105 

Westjjac Bart Cap.— 

105 

105 

WkkHufflaii«_ — 

105 

105 

YtrtsRireSjrt 

105 


105 • Umbers of Britt Mmfcant 
105 Banking & Seasrities Hotss 
105 AaodttaL 


MONEY MARKETS 


FT LONDON INTERBANK FIXING 


London rates rise 


<11.00 a.m. Oct 9) 3 mortis CIS dollars 
55-54 I offer 54 


FUTURES I.B. WANTED 


Tfce Rriag rates are tkpKitknrtlc mens nnried is tfte newest ewe-sleteait#. of teM and offered rates for SlOm 
quoted tn tie laartelWfherrinrtR ranks at 11X0 un. eactiwaridng day. The Paris are Hriloaal Wesuiueter 
Bart. Bart of Tekjni Oeuuche Bank, Basque NaUaeal de Parts and Mergwi Cnararii Tnst. 


LONDON money rates rose 
strongly yesterday as sterling 
weakened within the European 
Exchang e Rate MefftianTsm and 
against the US dollar. This 
coincided with a slight harden¬ 
ing In rates In many of the 
major nations, where specula¬ 
tion that there will not be an 
early cut in US rates led to a 
tightening in most money mar¬ 
kets. 

The key, three months inter¬ 
bank rate rose % percentage 
point to lOfi-ft per cent, just 
below tiie c ur r ent level of bank 


IK deariai 


its per amt 
September 4, 1891 


base rates, and a clear 
indication that the money 
market expects no immediate 
reduction in interest rates. 

An abrupt decline in the gilt 
market late in the previous 
session rippled out across the 
UK markets yesterday, with 
sterling and finally *tn» money 
markets being affected. 

The cause of the markets’ 
unease was a growing belief 
that tiie ruling Conservative 
party is not as united as the 
opposition Labour party, which 
could undermine its standing 
with the public. Recent opinion 
polls hav e put.Lab our ahead of 
the Conservatives. 

Furthermore, the decision 
not to can a general elation in 
November is being seen as a 


sign of political weakness. 
Initially, the move was 
welcomed since the market 
believed it would remove 
political uncertainty. 

With sterling's effective 
exchange rate index down by 
03 at 89.9 in early dealings the 
reaction in the money market 
was to mart rates higher. 

Period rates were given a 
further boost after the Bank of 
England announced a large 
daily money market shortage 
of £L2bn. A large number of 
bills were maturing and this 
drained liquidity from the 
market. 

After the shortage was 
announced there was 
speculation that the Bank was 
about to send a signal, via its 
money market operations, that 

it wanted no change in interest 
rates. 

In the event, the Bank 
merely conducted routine 
market operations. However, 
with the Bank not able to meet 
the market’s liquidity needs 
until late in the day, rates were 
kept firm, throughout the 


MONEY RATES 


NEW YORK 

4pm 


Treasury Bills and Bonds 


Print rate- g TSrarartli-. 

Broker bumf_7 Sfxrusnrt- 

FwJaris--— Si Okjw- 

Fed.frafc JtiMKMsUaa... Si Trare*- 


- 5.08 Trite jw- 

.—512 Fortjw_ 

.. 5-15 Flwjcv- 

- 5.27 Seunjerr_ 

.. 534 UHa_ 

- 5.94 30-iwr - 


-620 

-639 

-68b 

-7.26 

-7SZ 

_7.93 


OFFICE SPACE SUPPLIED 
FULL CLEARING FACILITIES 
COMPLIANCE SERVICE 
YOUR CLIENTS REMAIN YOUR OWN 
STRICTLY CONFIDENTIAL 


Write to Bose A1660, Financial Times 
One Southwark Bridge, London SE1 UHL 


0K.9 

OunlgRt 

Doe 

Mratt 

Ttao 

HsrtlB 

tea 

Worths 

Sb 

Worths 

Ujntod 

lirtwBUai 

Fratthat-,... 

teh-- 

905-9.15 

m, 

6H-6H 

9.00915 

9.05920 

9ii-9& 

9309X5 

91.-9% 

9259.40 

9*94 
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925 

a»te... 

Atartadam..-- 

Sffle 

936921 

6V-6U 


44V 

9^9X0 

64-6 


l 

Mite.. 

lOV-fl 
9.12-9 a 

U («-u% 
9.15921 


nS-ift 

922929 



Dsbiin.- 

ID-10 >t 

10i-10i 

10%-lOt. 

104-U4 

1OV-106 



mzPHQWE: 071-828 7253 


FTSE WALL ST 

Od 237S-258S -32 Oct 2354-2966 
Doe 2610-2620 -32 Doc 2962-2974 


-* Spot Prices.Change from previous 9pm dose 

HOW WELL DID TOO JUDGE THE MARKET? 


LONDON MONEY RATES 


■mstaik Off k . 


Interbank Bid.—.. 

Sterling CDs.......- 

Local Aattority Dtps. ... 
Local Atrthoriff Bonds.. 
Discount Min. De«_ 


Finance Hook Deposit? 

Treasury BUI? (Bay)_ 

Sank Bill? (Buy).. 

Fine Trade BII& (Burt.. 


There was also a stronger 
tone to many interest rate 
markets around the world, and 
tills tended to be led by the 
futures markets. A belief that 
there will not be an early cut 
in US rates and that Germany 
may tighten monetary policy 
has caused this change in 
sentiment. 


SDR Linked Oep. Offer. 
SDR Linked Dtp. Bid ... 
ECU Linked Dtp. Offer. 
ECU (Joked Dos. Bid 


ovsinort 

7 Hays 
notice 

One 

Month 

Three 

Months 

Six 

Months 

One 

ii j, 

8 

lOh 

ii 

isa 

10 lz 

104 

10 U 

m 

10? 

104 

io3 

10 ti 

10A 

10 A 
io B 
10? 

f 

101* 

10W 

1QA 

io5 

IDA 

f 

10W 

low 

10& 

low 

10 i, 

10$ 

“ 

“ 

10 i 


9% 

“ 



527 

5X5 

5X5 

5.53 

- 

— 

7 



? 


_ 

9f3 




- 

- 

9ft 

93 

93 

9H 


New ECU Geared Currency Account 

Before you txu vr mi thk future, look to tt« past 
Contact, ueubstanrst on 07 >-345 1010 
ECU Futures pix, 29 Chesham Place, swtx 8HL 
Dealing Houbs From 8X8 am To 9.15 m 


Tnww BUM (ten; oomwobMi 10per cart: tiaee ubriMu 9% percae sl» wowlts 9>| pp cent: 
Bade Blits Grift one-moetii 10* per cat; time rantiB 9H percent.- Treasury Bills; Average 
tender rate of dbcnai 9,7480 pc. ECSD Fixed RaU Surfing Export Flnacejarte np dy 
September 30.1991. Agrad rates for period 0eU6,19WW Mounter 23 1 .1991. Sebemel: 
10.70 PC-, Sdtearas fl & 111: 11X4 ac. Refence rate for period August 31,1991 toSeplember 
30.1991, ScKme (V*V 10X51 p.c. Local Autlnrity ud Ftaance Hones sew dffr notice, 
gibers sm days' fixed. Finance Houses Bbc Rat* 11 fren September L, 1991: Ban Deposit 
Rate for wm* rt seraa dayi Bailee 4 per ent. c»tif feats or Tax DepcsH (Series 63; Deposit 
tl00.000 and over held nadir ok mont h 7 per cent; one-tine roartta 9 «z per tiweMlx 
moaUs9 per cent; six-nine months 9 per chi; nlnfrwete mamhi 9 per earn. Under 0.00.000 7 
per cent (rain Scvt 5,1991, Depgsiri withdrawn for cart 5 per eenL 


The Chart Seminar 

iV;'v--.;:Lt.d l»y ij tvvl I-tj’iK-i - l"ii T i V‘.--:r 

London 25 6 26 kov. "■ • ••' Hui- l--;.ul«ncr 

15 ..;.::;:; Co:.r£ Analysis Limited l,,): t,7 J " l:i3 

7 b’X'allo^r street. Loa^vo V* 1R TllO )>• ■ 



Imember sfa 


nm»K CAL Future* ix4 

FUTURES VradeorHausc 

AND 50 Vioaria Strati 

FOMiON EXCHANGE 

24 HOUR COVERAGE 071-79913» 


Money Market 
Trust Funds 


3 siss 



OW 5 Ur o' 

7. '-Ld 

StlHfe 

lartfl g^m 

4jlbW 


MK 

7^5 es 

uats 




T f «a iwp 071 23 i *002 

_ 10.22 767 LO.« HMl 

TSi&dll-'n.-rgW 7.42 AM MW 
ffi'F-l-991 j 

TESSAPte.-957 - 9« **** 

TESSA Smt. .— 933 - 9 66>«tt 


4<0 Strand. UntanWCZtt DOS 

M'Scor - "*""-19.123 

8.625 


071-753 JtXM 




(lB 4| 9.44} 
6.47 a«f 


WE3BL H t 


asssSBsSe 


Money Market 
Bank Accounts _ 

Cm NM CAR totCr 
AIB Basic Hlpk Interest Chesjo* Acoswrt 

wiws 


Dartlngton & Co Ltd IraeUiimt BHr V 

!»1 siH 

Financial A General tort jtc 
UlnsdesSinet, Lorrioj SWWJEX on-asonff 

Gartmora Haney Maagemat Ltd ^ - - 

Glraboak pic Hloti Interest dmu Aec. 9 

wurxnr hiHB 


Cm KM CAR in Cr 

Am Basic Hlgk Interest Oran AcmbKI 

w**xr mW£ 

Aitln ftame Bank pic — 

soatjRosd.Eav2Ar. _ i ^i 07 „ 1 i9f fa ?L D 

TreJErito— ... -19.00 6.751 IJll Otr 

rm 575 9J8 MIA 

7025 7.92 MUI 

mattAeSlow.Zliaoo 7 jol 10.47) Min 
Allied Tint Bank Lid _ 


i m l 

£SO.OQQ_^- .. W55 It 

Halifax BUs SttC Affat Resene Oe 



Anerlew Express Bank Ltd 

SrtRiMan^Ssi«atN)n_ 

Wot SsBtr. RH15 SAW 0444 ZM230 
Hleta M—■ CNnra Atcanrt 


Julian H«d*e Bank Ltd 
10 WnAgPUo: pnfiff CF138X 


<C2^22DM0 


Los Pm. 
9442 94.46 

9432 9436 

94X4 94X9 
94.05 9430 

9351 9356 

93X4 9338 

9301 9105 

9273 9278 


WBBkzrM SE » SS 

SfoooStAwc:; §:S fcS 9 ;“ SIS 

£25Uno-E« 999_9JO 6.90 9.71 Mth 

SKEtt 7.28 JS S2 


£50.000♦..—ltO,re *Ob 

Hvnbeerijiie Finance Gram 
CMIfeCL WUrtestcrW. BKhwUke 


EiOOJOO*...:.:_19.70 7.281 10341 MU 

. 3Z 2.44 3J0 MU 

LLO0O-E4.999._B.Z5 639 8S7 MU 

S30O^999_MS 6X4 8.J9 MU 

a0.000-fe<.9W-._. &85 6 64 922 MU 

m O0O-C49>?S... 9.05 6.79 9 43 MU 

£50!00O-£99 W_925 694 1M MU 

£UXUXX>»._ _ 945 7.09 9.87 MU 

Bank sf Ireland High Interest Oran Act 

Bank of Scnttand 


2.44 330 MU 

639 8S7 MU 

6X4 8.79 MU 

664 922 MU 

679 943 Utt 

694 965 MU 

7.09 987 MU 


sas-”-rrBbS w T»i sses 

K.I.CA (E2500tt -J9.93 7 46a 1 UUtMDrtr 

Lloyds Bask - Investment Accotet--■ *=■ 




38TriunaudteSLEC2P2EH 071-601* 

1SI ;Il! 


Bardan Capital Advantage Aoanat 
POB« 120. WefljratlBsPt, Cursor 02034(94242 
□D,000-ei4.TO!_J690 6.681 980] Otr 

£23,000-£49,999 19 60 7JO 9 95 Or 

csaooot-_111080 7501 10381 $r 

Barclays Prime Accwant HJ-CJL 

£§^455^30 563. TnfT 

£250O-£9.999__rJ820 6.15| 8 461 Otr 

a580M24.999-_l8.90 668 9.20 Otr 

£2S.QOOt-_1930 6901 9521 Ota 

Bmckmarit Bank PLC Premier Aocorart 
Bb rtnu Sunt VV1P 3U). ,071-6313313 

a5WM10.000._...39.aO 6» 931 [ Ota 

35001^000--.. 923 69375 958 Ota 

£20.000*. _110.00 7501 10381 Ota 

Brant SMptff & Co Ltd 

FootersCosri. LotMnry LssdaaEC2 ,071-6069833 

HtCA._.__]9.00 675 4^| Ota 

PrtfDnmdAfc-18075 6661 9JO I Qta 

Caledmdan Bank Pie 

BSl Aedraafran OJetara EM22PP, 031S568235 
mica.. __fioToo 75oi “rara 


W ZB 31 w 

lUdhml Bank pic 

7|| 

■feriSH 4 

NatWest Cram Resem A tc e rait j 

41LMUsrr Lratat, FC2P28P . 071-3743374 

■niam.Aa 





Save & Prasper/Rofaert FTenrino_ . 

16-22 Westers Rd, nnfoM RBI 3LB. ,0708 766966 
nmtuoiNcraikt—Tooo 675 

m Bail 3 iSirS 

Sterling Bank & Trust lid ^ l ‘ 

ran 

Tyndall & Co lid a - ---- 

29-33 PrtertsVlaortaSL Bristol ®77MBI 

DenttdAcc._0925 694 0948^-qir 

MM. _09 13 6S4 09.wL.Wrrf 

HIMA £100,0004-.. 0938 7.03 O9.70rVw5 

Ktfens..-. 09.13 684 09.Uf'pir- 

TCSSA_09-88 -) lftSi Ota 

Unitad Dandolons Trent Ud “ . _ 

TO Bn 135, Abbey St. tattiug R613FB 0734 SbAU 
CiftMfTMfliNi iiuiraiT f — •/» 

LLOOO*.__J4.96 7A3l lD27t;4U 


J. Henry Sckrader Wan & Co Ud 
120QMqaMe.LMrtxiEX2V6OS .071- 


_ |9.125 684 

EU^OOrairam..- 193750 7.03 


Clydesdale Bank PLC 
30SrVtoMrtPUtE.6tMM 


lPlKe.8ta»wC12BL .0412487070 

.999_3S 6191 B5lf Qta 

9.999._9.00 675} 9311 Qta 

__ 450 7-131 9541 Qta 


Western Trust High Interest CheotrfAaF ' 
nvMaaacestie.P'psmkPUlSE . 07*»«41 

£255001-.__.IlaOO 750 1038] -Qta 

5355-124.999-19.75 731 Wllj Qta 

3.a«»-£4.w_ J95Q ru) 9Mf Or 


ajm-fA.’W. _ loso ml ojtt Qr 

Wimbledon & South Wert Finance Vfgl 

795.°S 


P0 B« 1 30a saefarartne. lascs 

T^*-„_._.IU50. 


MmHHM 

-I -iTtaff 


terirt ll-W PMA rtht Ssita y 

£50.000r.-J1D75 830 U.Oii 


I25.000-£4ta999...—(1030 7.90 LQ3 6-M5 
£10.000-04.999 19 50 7301 4.716-MU 


_- *t,. e 

ROTES- Crane CbsMcH nil uf liHun nnidfr IM1 
trtte rata »f Ue drdrote sf tattc iau terrain. 
Nrtwu oMsmsi PffMdi aftKaHstarii raraMMs 
ef tone iris tarae ubl 8>ra CMfa Gra» rare umbriM 
u late siwh sf ra rara i Un g of lotoul pskS Otter 

tanriiM. XemrasM Aram ms. UtCr 
nwuisn attaWtn haraau uedara u ra> araeeet 

. i- : • 


m 


* 3..?- 

4 

• I 1 -.'- A 

a.A-i 

• 3 . tl'. 


JOTTER 


•. '-.-iX 

pad: 

_n . ii«t 


CROSSWORD 

No.7,668 Set by DANTE 



ACROSS 

1 , B Business associates 

caught napping? (8,8) 
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• Success through new 
acquisitions 

• Increasing sales and 
higher profits 
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a-fflvkfend also jdrsfa). b-nrmuaJ rata of dtvkkmd phis stock 
dividend, c-lhyidetlng dividend, ckl-caltod. d-new yearly low. 
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accumulBlIve Issue with dhktonda in arreore. n-new Issue In 
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Alftolnc 1 4 K dfj H CoopoDae 0 35 1% 1% 1% , KtopsEn 1*100 % % % . Pol HUP 
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URBAN DEVELOPMENT 


The FT proposes id publish this survey on 

November II 1*91. 

The FT is read by 47% of Chief Executives of Europe's largest companies who expect their 
spending on premises/indastrifll sites to increase. As the FT is also the leading daily 
publication for reaching relocation decision makers in the UK, this surrey w3l be of vita] 
importance as an advertisement medium. To receive the editorial synopsis and advertisement 
details, contact, 

Ruth Pincombe 
Financial Times. 

Alexandra Buildings, 

Queen Street, 

Manchester M2 5HT 
Tel: 061 S34 9381 
Fax: 061 832 9248 
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The FT proposes 
to publish this 
survey on 
28 October 1991 
More senior 
European 
businessmen in the 
paper, printing and 
publishing 
industries, read the 
Financial Times 
than any other 
business title. If 
you want to reach 
this important 
audience, call Bill 
Castle on 071 873 
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AMERICA 

Prices depressed 
by worries over 
third quarter 
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Wall Street _ 

SHARE PRICES gave up most 
of Tuesday’s gains yesterday 
after worries about third quar¬ 
ter earnings had depressed 
market sentiment and counter¬ 
acted hopes of an interest rate 
cut, writes Patrick Harverson 
in New York. 

At the close the Dow Jones 
Industrial Average was down 
17.44 at 2,946.33. The more 
broadly based Standard & 
Poor’s 500 also ended weaker, 
down 3.87 at 37620, while the 
Nasdaq composite of over-the- 
counter stocks fell 3.45 to 
513.80. Volume on the NYSE 
was a brisk 188 m shares. 

The market has been expect¬ 
ing poor quarterly earnings, 
and several companies yester¬ 
day reported weak profits or 
sizeable losses for the period. 
Investors, however, have 
responded favourably to com¬ 
panies unveiling radical, and 
costly, restructuring pro¬ 
grammes which are aimed at 
preparing for improved eco¬ 
nomic times ahead. 

A case in point yesterday 
was Allied Signal, which saw 
its shares jump $4)4 to $40% 
on turnover of 2.6m shares 
after the company announced 
it would be taking a pre-tax 
writeoff of $8S0m in the third 
quarter to finance a variety of 
cost-cutting measures. 

These include a reduction in 
the dividend, the loss of 5,000 
jobs, the divestiture of eight 
nan-strategic business units, 
and a drop in capital spending 
by 8225m. 

The market was less gener¬ 
ous towards Union Carbide, 
which fell $% to $19 after the 
company said that it was tak¬ 
ing a third quarter charge of at 
least 880m. possibly more. The 
company also reported third 
quarter net income of $91m on 
sales of $22bo. 

A profits warning from Ford 
hit the carmaker's stock, 
which declined $V. to $29% on 
the news that losses between 
July and September will be 
worse than the second quarter 
deficit of 8324m. 

Shares of the two other big 
manufacturers fell in sympa¬ 
thy, with General Motors down 


Nordic banks pay the price of reckless expansion 

High interest rates and falling property prices are also to blame for the sector’s woes, says Robert Taylor 


$1% at $37% and Chrysler $% 
at $10%. 

There was some rare good 
corporate news from Chase 
Manhattan, which gained $% 
to $18% after the banking 
group said it would not cut its 
dividend and that it expected 
third quarter net income to 
come in near the second quar¬ 
ter's 80 cents a share mark. 

Bristol-Myers Squibb 
climbed over $1 after the Food 
and Drag Administration 
approved the company’s anti¬ 
viral drug, Videx. The drug, 
also known as DDL joins AZT 
as the only FDA-approved drug 
for treating the symptoms of 
Aids. The shares ran out of 
steam, however, and ended up 
just $% at $81%. 

Merrill Lynch slumped $2% 
to $45 after the securities firm 
confirmed that it was cooper¬ 
ating with a Securities 
Exchange Commission probe 
Into an alleged scheme by a 
Florida insurance company to 
hide its ownership of some 
junk bonds. Merrill denied that 
it had participated in any Ole- 
gal or unethical acts- _ 

Canada 

TORONTO stocks finished 
lower in moderate trading. 
Based on preliminary data, the 
composite index fell 1421 
points to close at 3,339.50. 
Declining Issues led advancers 
285 to 222, as volume fell to 
21.3m shares from 24.3m 
shares. Trading value slipped 
to C$289.6m from C$290.7m. 

Eight of 14 subgroups posted 
losses, with financial services 
losing 128 per cent and real 
estate and construction down 
1.08 per cent Consumer prod¬ 
ucts and industrial products 
also fell, while energy was 
steady and mining and golds 
climbed moderately. 

SOUTH AFRICA 

JOHANNESBURG eased in 
listless trading ahead of 
today's Kruger Day holiday. 
Hie all-gold index dropped li 
to 1,173 as bullion prices held 
at lower levels. Hie industrial 
index slipped 21 to 4,048 and. 
the all-share fell 22 to 3,373. 


B anking shares in the 
Nordic region have 
plummeted in the past 
two months and it is unlikely 
that there will be any early 
respite. The trend has been 
similar across all four conn- 
tries concerned. 

Hie reasons for the gloom 
are clear enough. Over the 
course of the year, the troubles 
of many of the leading Nordic 
commercial banks have multi¬ 
plied as a result of mounting 
credit losses, which have made 
a severe Impact cm operating 
profits. The deregulation of the 
banking sector in the mid-1980s 
triggered an often reckless 
expansion in unsecured credit 
by the anf ^ other finan¬ 
cial institutions to both corpo¬ 
rate and private cheats. 

The boom, however, did not 
last At present both Sweden 
and Finland are in a deep eco¬ 
nomic recession, and Norway 
has still a long way to go 
before it recovers fully from 
the shock to its economy when 
oil prices collapsed in the sum¬ 
mer of 1988. 

A combination of high mar¬ 
ket interest cates and rapidly 
falling prices in the once over¬ 
heated property sector, where 


EUROPE 


many bank clients had 
invested their loans, have 
caused severe liquidity prob¬ 
lems for many highly lever¬ 
aged borrowers. 

The hanTnng troubles are the 
most serious in Norway, where 
the sector index dropped 49 per 
cent in August and September, 
compared with a fall of 32 per 
cent in the all-share in^wr 

Last year Norwegian banks’ 
credit losses totalled NKi82bn 
($12bn) between them, and the 
outlook for this year is even 
worse. Christiania, the coun¬ 
try’s second-largest bank, was 
compelled to agree to a 
NKriLlbn rescue package in 
Augnst, while Den Norske 
Bank, the hugest bank, 
received a capital injection this 
summer from the banks' guar¬ 
antee fund, intended to ease its 
problems after It reported a 
NKrl.lbn deficit in the first six 
mntiths of the year. 

This aut umn , Stockholm’s 
banking shares have also been, 
hit. with the bank and finance 
miter falling 262 per cent in 
the past couple of months, 
compared with a loss of 72 per 
cent in the AfSisvariden Gen¬ 
eral i niter. 

Sweden has been damaged 


NORDIC BANK STOCKS, PERFORMANCE IH 1991 

Jan F«b Mar Apr May Jun 


Copenhagen bank Index 

Change on month 

Stockholm bank & finance Index 

Change on month 

Oslo bank index 

Change on month 

Finland bank index 

Change on month 

Seure&K n» tour bourses 


particularly by the crisis at 
Nordbanken, the state-con¬ 
trolled bank, hi August it had 
to raise SKr5bn ($ 81 6m) in new 
stock, with government guar¬ 
antees to cover possible losses 
from its move to save Nobel 
Industries from collapse. Two 
weeks ago Nordbanken 
recorded a SKr6.6bn pre-tax 
loss in its first eight months' 
results. 

I n Finland the squeeze on 

the hanks has come lstCT 

than elsewhere in the 
region, bat it has now arrived 
with a vengeance. During 
Angnst and September, the 
bank index fell 202 per cent, 
compared with a decline of 172 
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43.8 
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per cent in the Hex index. 

Two separate troubles have 
affected Helsinki at almost the 
same Hmp Kansallis-Osake- 
Pankki. the country’s largest 
bank, has made serious credit 
losses over the past eight 
months. It has also aroused 
widespread unease over secret 
share dealing s carried out with 
the bank’s authorisation by Mr 
Pentti Kouri, a New York- 
based financier, to increase its 
hold in a number of Finnish 
industrial companies. 

On top of this the central 
bank was forced to intervene 
three weeks ago to take direct 
control of Skopbanken, the 
savings bank, which faced col¬ 
lapse. It appears likely that the 


rescue operation will cost more 
than FMlObn ($2.4bn) and the 
central bank may have to 
Tpafatain control of Skopban¬ 
ken for longer than it wanted 
to do. 

The Danish banks are more 
highly capitalised than those of 
their neighbours, and the Dan¬ 
ish economy is performing 
strongly at the moment. This 
summer, Den Danske Bank, 
the country’s biggest bank, 
actually cut its loan loss provi¬ 
sion. But none of this pre¬ 
vented a drop in share values 
in Denmark's banking sector 
in the past two months. The 
bank index lost 10.4 per cent 
compared with a fall of 3.4 per 
cent in the bourse index. 


Frankfurt weakens as traders lose hope of a bounce 


THE WATT for a rebound in 
Frankfort continued yesterday, 
as the bourse fell to a seven- 
week low, unites Our Markets 
Staff. _ 

FRANKFURT foil as traders, 
who had built up long posi¬ 
tions in the hope of a bounce 
in prices, squared their books. 
Hie DAX index dropped 1149 
to 1,667.22, its lowest close 
since 152623 an Augnst 20 dur¬ 
ing the foiled coup in the 
Soviet Union. The FAZ index, 
calculated at midsession, fell 
224 to 65026. 

Volume was estimated to be 
near Tuesday’s DM42bn. but 
there was little evidence that 
institutions were coming off 
the siitelings 

In its latest monthly report, 
Kleinwort Benson says that 
German equities are growing 
more attractive relative to 
bonds, and that ther e are bar¬ 
gains to be found in the motor 
and building sectors. But it 
adds that the market will prob¬ 
ably have to wait until the 


Sweden _ 

Afforsvariden Weighted index 



turn of the year for clearer 
signs of what IG Me tall, the 
metalworkers' union, will 
claim from engineering 
employers next year. 

Steels were among the main 
losers, on reports of downgrad¬ 
ings. Thyssen fell DM3.20 to 
DM220 and Hoesch lost DM2 to 
DM293. 


_ FT-SE Eurotrack 1QO ■ Oct 9 _ 

Hourly changes 

Open 11 am Noon 1pm 2pm 3pm 4pm Close 
1092.95 1091.97 1090.75 1089.42 108921 1088.66 108820 1088.95 


Oct 6 
1093.53 


Day's High 109226 

Oct 7 ( 

109223 II 


Day’s Low 1088.09 
Oct 3 

1 1102.18 


Oct 2 
1104.34 
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STOCKHOLM recouped most 
af its early losses on the news 
that Ericsson, the telecoms 
group, has won a contract 
worth SKrL06bn from Mercury 
and Unitel. Ericsson free B 
shares gained SKr6 to SKrl56. 

The AffiLrsvarlden General 
index closed 1.7 down at 
1,0042. another seven-month 
low. Turnover was active at 
SKr404m, up from SKr34im. 

Early losses were triggered 
by disappointing results from 
Stora, the forestry company. 
Store's A shares dropped SKr20 
or 6.7 per cent to SKr280 after 
the company announced a 31 


per cent foil in eight-month 
profits and issued a profits 
warning for the foil year. 

Elsewhere in the forestry 
sector, SCA’s announcement of 
an 11 per cent decline in eight- 
month profits was more in line 
with expectations, and its B 
shares added SKrl2 to SKz97. 
MoDo, which is expected to 
report poor results tomorrow, 
saw its B shares close 
unchanged at SKr210. 

Free Bs in Astra, the phar¬ 
maceutical group, rose SKr6 to 
SKrS15. Astra denied rumours 
that it might bid for Fisons of 
the UK 


PARIS finished lower after 
trading within a narrow range. 
The CAC 40 Index slipped 4.68 
to a four-week low of L843.43. 
Turnover remained thin at 
about FFrl.5bn, after Tues¬ 
day's FFrl.7bn. 

The construction sector was 
weak, after Spie Batignolles 
announced a first-half net loss 
of FFrlSOm, compared with a 
profit of FFr90m In the same 
period of 1990. Spie Batignolles 
shares fell FFr14 or 3 per cent 
to FFr459 and its parent group, 
Schneider, lost FFr9 to FFr668. 

Suez shed FFr4.90 to 
FFr315.50 on worries about 
first-half profits. It was due to 
hold a news conference after 
the dose. 

Club Mediterrande gained 
FFr7 to FFr46320 after Tues¬ 
day's late news that it had cut 
its stake in the loss-making Air 
Liberte airline. Sodete Gener¬ 
ate added FFrL50 to FFr46120 
before announcing a rise in 
first-half profits. 

MILAN fell in thin trading. 







The outlook for the Nordic 
banking sector remains nega¬ 
tive, even if the banks are cut¬ 
ting their costs, tightening 
their credit controls and 
rationalising their structures. 
The loan losses will continue 
to mount for some time, partic¬ 
ularly from industrial and 
household borrowers. 

But there are some grounds 
for longer term optimism. All 
the Nordic currencies are now 
linked to the European Cur¬ 
rency Unit, which should help 
to reduce interest rates and 
inflation. Tax changes are 
likely to encourage more 
savings, and the new interna¬ 
tional capital adequacy 
requirements from 1993 should 
also be beneficial. 
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with the hanking sector and •- 
SAI, the insurer, bearing the . 
brunt. Fears that next week's 
settlement of the October trad¬ 
ing month could be disrupted 
by a bourse operators' s trike ,.*s: 
also weighed on the market. 

The Comit index fell 3.71 to 
529.77 In turnover of L80bn- . 
LlOObn after Tuesday’s L80bn. 

SAI dropped 22 per cent or 
L410 to L15.100 and was 
suspended until the end of the -7 
session. Dealers said that it 
had been revealed at a com- - 
pany presentation the previous (.' 
day that the interim results, 
excluding extraordinary items, r . 
were for wotse than expected. 

Montedison, which has ' _ 
drawn up plans for some 1 2 
trillion of asset sates to reduce ~ 
debt, bucked the trend, adding . 
L8toLU15: " 

AMSTERDAM gave up its ' 
opening gains and followed ~. 
London and Frankfurt lower. 'J* 
The CBS Tendency index 
closed 0.2 down at 88.7, after . 
opening at 802. 


ASIA PACIFIC 


Nikkei rises on arbitrage-linked buying 


Tokyo _ 

ARBITRAGE-LINKED buying 
and the overnight rally on 
Wall Street supported the 225- 
share Nikkei average yester¬ 
day. which rose for the first 
time in four trading days, 
writes Emiko Terazono in 
Tokyo. 

The Nikkei finished 329.64 
ahead at the day’s high of 
24,48528. The session’s low was 
24,114.64. Volume remained 
thin, totalling 330m shares. 

Over the whale market, how¬ 
ever, a weaker tendency pre¬ 
vailed, with declines leading 
advances by 609 to 359 and 162 
issues unchanged. The Topix 
index of all first section stocks 
edged up 122 to 1260.75. but in 
London the ISE/Nikkei 50 
index slipped 422 to 1,411.57. 
The market is closed today for 
a holiday. 

The Nikkei average rose on 
arbitrage-related and options- 
linked buying. In afternoon 
trading, rumours that Mr Mik¬ 
hail Gorbachev, the Soviet 
President, had been shot, 
briefly depressed prices, but 
the index rose after a denial 
from the Soviet authorities. 

Soviet-related issues moved 


ahead on news that the Japa¬ 
nese government had granted 
an aid package to the USSR of 
$22 bn. Trading houses firmed, 
with C.Itoh gaining Y14 to 
Y712 and Mitsui Y2 to Y824. 

Oil-related issues gained 
ground on thi» fan in crude oil 
prices. Interest in resource- 
related stocks, thanks to the 
focus on file Soviet Union, also 
spread to the oil sector. Tei- 
koku Oil added Y34 at Y980 
and Cosmo Oil Yll at Y905. 

Nippon Mining, the day’s 
most active issue, climbed YB 
to Y608 on rnmours that it was 
developing an anti-cancer drag 
with a US research organisa¬ 
tion. Although the company 
denied the rumours, the issue 
was actively bought by invest¬ 
ment trusts. 

Sumitomo Realty & Develop¬ 
ment shed Y10 to Y1200 on 
reports that the company could 
suffer a double-digit foil in pre¬ 
tax profits for the half-year 
ended September because of 
stock appraisal losses. The 
company itself has said that 
profits would be flat for the 
period. 

The Tokyo Stock Exchange 
announced yesterday that arbi¬ 
trage positions held against 
December futures contracts 


totalled l.lbn shares worth 
Y1280bn as at October 4. Mor¬ 
gan Stanley became the most 
active arbitrageur for the week 
of September 30 to October 4, 
with 152 per cent of total turn¬ 
over. It was followed by Soctetd 
Generate Securities and NIkko 
Securities. 

In Osaka, the OSE average 
fell for the third consecutive 
day, declining 177.34 to 
26,489.60 on volume of 20m 
shares. Toa Wool Spinning & 
Weaving lost Y6 to Y766 on 
profit-taking after rising over 
the test week. _ 

Roundup _ 

RUMOURS THAT Soviet Presi¬ 
dent Mr Mikhail Gorbachev 
had been shot unsettled sev¬ 
eral Pacific Rim markets. 

AUSTRALIA was held back 
by the release of September 
jobs data, due today. The All 
Ordinaries index finned 42 to 
12712 in turnover of A$212m, 
after Tuesday’s A$199m_ 

Westpac declined 10 cents to 
A$428 on fears that its annual 
results will be disappointing. 
The banking sector is doe to 
report annual earnings next 
month. 

HONG KONG rebounded 


from a mid-morning drop on 
the Gorbachev rumour. The 
Hang Seng index closed a net 
923 higher at 4,07628, up 33 
from the day’s low. Turnover 
rose to HK$127bn (HK$l27bn). 

SINGAPORE closed mixed 
after a brief rise in the morn¬ 
ing was reversed by the Gorba¬ 
chev speculation. The Straits 
Times Industrial index eased 
0.13 to 1238.99 in thin volume 
of 292m shares, against 34.6m. 

NEW ZEALAND added 1.2 
per cent, encouraged by lower 
interest rates and the rise on 
Wall Street The NZSE-40 index 
rose 17.07 to 1,45128 in turn¬ 
over of NZ$13m. 

TAIWAN shed early gains on 
the Gorbachev scare. The 
weighted index dipped 21.07 to 
4,825.48, snapping a four-day 
winning stre ak. Turnover 
jumped to T$232bn (T$l3.4bn). 

SEOUL was lifted by late 
buying of motor and manufac¬ 
turing shares. The composite 
index put on 1.63 to 70928 in 
Won276bn turnover. 

BOMBAY fell after the 
Reserve Bank announced a 
tight credit policy for the sec¬ 
ond half of the 1991/92 fiscal 
year. The BSE index dropped 
63.72 or 3.6 per cent from Mon¬ 
day’s close to 1,71623. 
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The Nikko Securities Co., (Europe) Ltd. 


The London Stock Exchange has admitted to the Official List all of the shares of 
common stock of ¥50 par value per share of All Nippon Airways Co., Ltd. The number of authorised 
shares of common stock is 2^203,200,000, of which 1,442,717,455 shares were in issue on 
31st August, 1991. Dealings in the shares of All Nippon Airways Co., Ltd. will commence at 9.00 a.m; 
on IOth October, 1991. The shares of All Nippon Airways Co., Ltd. are already listed on the Tokyo Stock 
Exchange, the Osaka Securities Exchange and the Frankfurt Stock Exchange. 

Listing Particulars relating to All Nippon Airways Co., Ltd. are available in the statistical services of 
Extel F in a n cial Limited. Copies of the Listing Particulars may be obtained during normal business 
hours on any weekday (Saturdays and Bank Holidays excepted) up to and including 14th October: 1991 
from the Company Announcements Office, the London Stock Exchange, 46-50 Finsbury Square; 
London EC2A 1DD, by collection only, and up to and including 24th October, 1991 from: 


S.G.Waiburg Securities 
1 Finsbury Avenue, 
London EC2M 2PA 


The Nikko Securities Co., (Europe) Ltd. 
55 Victoria Street, 

London SWIH 0EU 


AH Nippon Airways Co„ Ltd. 
ANA House, 

6-8 Old Bond Street, 
London W1X 3TA 
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